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Bring Your Overseas 
Friends Closer to You 


You know how the overseas representatives of 
your company appreciate a thoughtful “package” 
from the home office now and then—and how hard 
it is to hit upon the right thing to send. Have you 
considered World Report as a good-will builder for 
those far-off friends of yours? It's ideally suited for 
the job. 


World Report is made-to-order for the business- 
man abroad because it is devoted entirely to the sub- 
ject which interests him most: What's going on in the 
postwar world-at-large. You yourself know what an 
asset it can be to anyone in this country who buys or 
sells in any other country, so you can appreciate 


1257 TWENTY-FOURTH STREET, 


World Report's value to those who do business on 
the spot in foreign iands. 


If you haven't yet entered subscriptions for your 
business representatives abroad, this is a good time 
to start sharing the advantage you now have as a 


regular reader of World Report. 


The regular subscription rate of World Report is 
$4 a year, and on most overseas subscriptions there's 
an extra charge of $1 for postage. But to simplify 
ordering, we'll make a flat rate of $4 each on any 
list of five or more subscriptions, to go anywhere 
in the world. 





N. W., WASHINGTON 7, D.C. 
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A subterranean power plant invulner- 
able to air attack is being planned in 
Norway by the Vinstra Power Company 
of Oslo. The plant will be blasted out of 
a mountain at a depth of 3,000 feet and 
will be the first of its kind in the coun- 
try. Water will be channeled to the 
generator room through a conduit more 
than 14 miles long. The plant will have 
a power of more than 180,000 kilowatts. 
Preliminary work on the project already 
is under way, and it is scheduled to be 
completed by 1954. Cost of the excava- 
tion alone is put at $5,925,000. 


o 90 °O 


Aid in finding friends and relatives 
abroad is being provided again by the 
American Red Cross through its local 
chapters. The agency will give assistance 
only after efforts to reach persons over- 
seas through normal postal channels have 
failed. The service is being resumed at 
the request of the U.S. War and State 
Departments. 


oo 9 


Canada’s efforts to preserve her U. S. 
dollar supply have resulted in new regu- 
lations to control exchange. The amount 
of U.S. currency any Canadian may hold 
or take out of the country without a 
travel permit has been reduced from 
$100 to $10. All holdings over that 
amount are to be deposited in banks. 
The ruling is designed to block the 
hoarding of U.S. dollars and make sure 
that money earned from U.S. tourists is 
available to meet the needs of the na- 
tion’s economy. Canadians may _ take 
more than $10 across the border if they 
can prove the sum is needed for legiti- 
mate purposes. 
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Rationing of electricity in Sweden goes 
into effect this autumn. Householders 
will be forbidden to use electric pads and 
heaters. A “brownout” will be applied on 
electric signs and show windows. Behind 
the Government’s decision is a desire to 
save fuel and to make power available 
to industry. 


oo 90 


Restrictions on commercial activity in 


‘Japan have been eased again. Allied 


headquarters now permits Allied nation- 
als who have lived in the country for a 
long time and have not been outside it 
since the surrender to carry on business 
without permission of occupation au- 
thorities. Dealings must be in Japanese 
yen and all Japanese laws must be ob- 
served. 





—Newspoints 


Australia is cutting the silver content 
of her coins, The amount of fine silver is 
being reduced from 92% per cent to 50 
per cent. The Government is taking the 
step because of the sharp increase in the 
price of silver and to collect the 11,000,- 
000 ounces obtained from the U.S. 
during the war. This amount must be 
returned to America within five years 
after the war emergency is declared 
ended. 
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The French birth rate is climbing. 
Births last year numbered 835,000, the 
highest in 11 years. In 1945, 641,000 
births were reported. The number in 
1938 was 612,000. 
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Britain is turning to rural electrifica- 
tion to boost food production. The Labor 
Government is developing a program to 
bring electricity to 150,000 farms in five 
vears. If the program is completed, about 
63 per cent of the farms will have elec- 
tric power. About 27 per cent of the 
agricultural holdings over five acres in 
England and Wales are electrified now. 
In the U.S., Alaska and the Virgin Is- 
lands, about 25 per cent of the farms 
have such power. Cost of the British 
program will be about $288,000,000 and 
will be borne by the power companies 
and the farmers who benefit. The project 
is part of the $800,000,000 program to 
add 6,000,000 kilowatts to the present 
national output. 
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Sweden now will exchange goods with 
the Soviet zone of Germany. A Swedish- 
Russian trade agreement provides that 
Eastern Germany will send Sweden ce- 
ment, salt, potash and electro-technical 
equipment in return for steel, machinery, 
textiles and fish, 
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Radio advertising has begun in Russia. 
For the first time in the Soviet Union’s 
history, the Moscow city radio network 
is accepting advertising at rates fixed by 
the Government. Eligible to advertise are 
business enterprises, educational and 
scientific institutions and theaters. Some 
newspaper advertising already has been 
permitted. The Evening Moscow, which 
circulates largely within the capital, de- 
votes about half its back page to small 
advertisements. 
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American tourists can visit the U.S. 
zone of Austria after July 1. Visitors will 


be required to stay at one of the hotels 
in the Tyrol and Salzburg areas selected 
by the American Department of State. 
To get a visa, tourists must present proof 
of round-trip transportation and reserva- 
tions at one of the approved hotels. Trav- 
elers can take an unlimited number of 
U.S. dollars into the zone but no more 
than 25 Austrian schillings. 
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Japan is exporting cotton textiles again. 
Shipments of these commodities, first 
since the war ended, are going to India 
and the Netherlands East Indies, where 
shortage of cloth has been acute. India 
is getting about eighty million linear 
yards of cotton fabrics and eight million 
pounds of cotton yarn. About 2,700,000 
linear yards of printed, dyed and bleached 
fabrics and 35.000 cotton singlets are 
being sent to the East Indies. 
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Canada will meet her 1947 needs in 
edible oils through a special trade deal 
with Argentina. The Peron Government 
agreed to ship Canada 19,800 short tons 
of the oil in return for the same tonnage 
ot newsprint, badly needed in Argentina. 
The newsprint shipment. will amount to 
less than one half of 1 per cent of 
Canada’s total production this year, esti- 
mated at 4,785,000 tons. In 1946, Can- 
ada obtained only 12,160 tons of edible 
oils from the Argentine. The newsprint 
will be in addition to the regular com- 
mercial shipments to the South Ameri- 
can nation. Commercial shipments there 
last year totaled 50,960 tons. Total ex- 
ports this year are expected to be some- 
what larger than that but less than the 
1940-45 average of 64,790 tons. 


oo Oo 


Government control of all Romanian 
industry for the next five years has been 
approved by the legislature of that Com- 
munist-dominated country. The law was 
passed despite objections of conservative 
middle-class groups that it would violate 
private property rights. It gives the Gov- 
ernment control over all phases of in- 
dustrial production from buying raw ma- 
terials to sale of the finished product. 


oo 0 


More than a third of the applications 
for marriage between Americans and 
German girls have been approved by 
U.S. occupation authorities in Germany 
since the ban on fraternization was lifted 
last December. Three hundred and 
thirty-five applications have been ap- 
proved and nearly 900 rejected. 
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Tomorrow’s wheels may spin by atomic energy, but coal and oil 
are still the driving force of today’s industrial machine. World supplies 
of these two fuels affect every producer, every shipper, every house- 
holder. The continuing zoom in the demand for oil will do things to the 
world’s factories that every foresighted businessman will need to un- 
derstand. Outlook and implications are discussed on page 5. The in- 
creased exports of U.S. coal, covered in a-dispatch on page 7, will 
change the fuel picture too. 


Britain’s Government chiefs hate conscription. Yet they have 
adopted it. Successive polls show that nearly three out of four Ameri- 
cans approve universal military training. The U. S. Congress hasn't yet 
considered the proposal. Britain’s new draft law, discussed on page 8, 
sheds light on the big question in parents’ minds: Will military train- 
ing hurt my boy or help him? 


Hungry, homeless men and women have one-track minds. Tidy 
social theories are of little interest to people who have been blasted by 
raw social realities. The faces in the picture on World Report's cover 
tell part of this story. Bleak memories and a blank future molded the 
sagging lines and staring eyes of the old man in the shawl. These are a 
few of Europe’s million-odd displaced persons. Now their case has been 
called for hearing in the U. S. Congress. The dispatch on page 9 weighs 
the prospects of national and international action to save them. 


In economics it’s easy to level down. But taking away from the man 
at the top doesn’t always help those at the bottom. Trick is to make 
wealth productive so that its benefits spread. Under “World Trade” on 
page 24 we discuss current dealings between rich and poor nations— 
not so different from the money problems of individuals. 


International Monetary Fund officials must be men of un- 
breakable integrity. Secrecy is the essence of the Fund’s operations. A 
careless word, a private “tip” might cause a world crisis. Why such 
secrecy is necessary is revealed in a dispatch on page 26. 


if Conservatives ruled Britain today, there would be little 
change in Government direction, the London Times finds after a study 
of the Conservative Party's policy statements. The Labor Party’s own 
pamphlet on international policy is reproduced in our “Texts” section 
on page 33. It shows just how “revolutionary” British policies are. 

The Hoover letter, which completes the “Texts” section, declares 


that it is economic collapse, rather than any issue of ideology, that. 


threatens the world with “final chaos.” 


“The Editors of “World Report” 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of June 10, 1947 
Volume 2, No. 25. 


It's to be kept in mind, as debate develops, that the world isn't for sale. 
Any idea of a simple auction, with U.S. cash bidding against Russian promises, 
is a misleading idea. What the basic situation shows is this: 

Food is being sought by hungry nations until their own farming revives. 

Consumer goods in heavy demand are necessities such as shoes and clothes. 

Credits are urgently required to provide housing, to rebuild industries. 

Working capital is desired for sound development, for better production. 

There is a noticeable swing away from the thought of living from one gift 
to another. A change already is appearing in Britain and France. The emphasis 
is shifting. Charity is less popular as a ready remedy. The growing trend, in- 
stead, is away from permanent dependence on outsiders. There is a renewed urge 
to earn and to produce, to become self-supporting again. 


What all that can mean in practical terms is this: 

Dollars that flow from the U.S. can be directed in larger proportion to 
planned investments, to enterprises that create new wealth. 

World Bank, sponsored by the U.S., will be able to justify bigger loans. 

Private lenders will be encouraged to Supplement public loans. 

On that basis, relief will diminish, recovery will be stimulated and trade 
will be built up on a commercial foundation. Once there is confidence in Europe's 
intention and ability to stand on its own feet, the strain will begin to fade. 











The official U.S. viewpoint is mildly optimistic. It recognizes a need for 
careful surveys, for complete inventories of the demands on the U.S. and of the 
capacity of the U.S. to meet those demands. The expectation is this: 

A master plan will be ready for the U.S. Congress by November. 

Dollar outlay, perhaps $5,000,000,000 for five years, will be indicated. 

A separate budget, on a banking basis, will be recommended to Congress. 

A factual prospectus, a definite schedule for repayment, will accompany the 
request for the pump-priming funds. 

It turns out that the planners set to work by Secretary of State Marshall 
are as intent on preparing a reasoned argument for public use as they are on 
coming up with a pattern of diplomatic strategy. The present intention is to 
have such a plausible case that popular sentiment will crystallize rapidly. 














In the meantime, while planners are working, these are U.S. aims; 
Western Germany is to be given a top priority for assistance. 
France is to be kept on an even keel despite Communist sharpshooting. 





(over) 
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Italy is to be encouraged to recover, regardless of Communist wishes. 

In other words, if Western Germany gets operating and Italy and France are 
kept afloat, the U.S. will be in a strong position to deal with Russia when the 
diplomats sit in conference again. The U.S. reasoning is that Russia's ideas 
about delaying the peacemaking will be more likely to change if the U.S. shows 
clearly that the rest of the world is going ahead. If Russia won't co-operate, 
then the U.S. will go faster in Germany, will consider a permanent split. Idea 
of Herbert Hoover for a separate peace with Germany won't be rejected outright. 
It will be held in reserve, a useful hint to Russian leaders. 





The U.S. Congress is going to be very cautious about changing the law, even 
temporarily, to admit 400,000 European refugees outside of immigration quotas. 

Shortage of housing will be cited as one reason for going slow. 

Cost of transporting and settling the immigrants will be emphasized. 

Danger of subversive ideas, brought in by aliens who have been subject to 
all kinds of undemocratic rule, will not be overlooked. 

Controlling reason for congressional caution, however, is something else. 

The specter of unemployment, in a U.S. recession, is what really is in the 
back of most congressmen's minds when they are asked to lift immigration bars. 
Tendency is to see the 400,000 refugees, involved in the Stratton bill, as so 
much unnecessary competition for scarce jobs inside the U.S. later on. 

Issue before Congress, thus, is a choice between a justifiable fear of un- 
employment and a desire to be generous to homeless people overseas. 

Congress, naturally, would prefer not to choose. A decision is almost cere 
tain to be postponed until next year. This problem is analyzed on page 9. 




















As matters develop in the Far EaSt.ceece 

Chiang Kai-shek is being forced to change his ideas about running China; is 
having to alter his optimistic timetable for a military triumph over Communists. 

Chiang's idea had been that he would rely fully upon his generals, keeping 
himself free to handle high policy. He expected his troops would follow through. 

After months of testing this method of operation: 

Chiang's armies are having acute trouble, often are caught off balance. 

Exhaustion of crack divisions in Manchuria is an example of bad planning. 

Manchuria's resources are beyond Chiang's grasp. Communists have dug in. 

Demoralization has hit China's big cities. Student strikes are a symptom. 

Inflation in currency, in goods, in prices is a constant source of worry. | 

Food shortages, with crops uncertain, tend to weaken civilian strength. | 

Real peace for China remains a remote prospect. There's a continuing drain 
of indecisive fighting that lowers morale and wastes energy to no avail. 

As a result, what is happening in China adds up to far more than a setback. 
It actually amounts to a clear warning, a sharp reminder that plans and promises - 
are losing their appeal, even when backed up with U.S. sympathy, with U.S. ca- 
pacity to supply additional funds. There is rising criticism among the middle 
class, too, of Chiang's organization. The outlook does not favor the overthrow | 
of Chiang, nor a full collapse. The prospect, instead, is that pressure will be } 
exerted on Chiang for a trial of new methods, for the use of dependable advisers. 
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In India, a British scheme for partition stands less than a 50-50 chance of 
success. Opposition by Mohandas K. Gandhi is sufficient to make it risky. H 
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WORLD FACING ACUTE SHORTAGE OF OIL 


Demand outstrips growth of production and 
refining facilities. Transport also inadequate. 
U.S. Middle West will be first to feel pinch 


A world-wide shortage of oil is develop- 
ing now. Any major upset in transporta- 
tion or production could make the 
shortage acute before the summer is over. 

Signs of what is ahead already are 
cropping up in the U.S. Some distribu- 
tors of fuel oil in the Middle West are 
turning down new customers. New buy- 
ers of Diesel oil find it hard to place an 
order. Spot shortages of heavy fuel oils 
are beginning to disturb industrial users 
in the Eastern States. 

What is happening is the start of a 

pinch in oil supplies that is going to be 
felt by the entire world, It may last as 
long as two vears. 
@ Behind the shortage is a phenomenal 
—and largely unexpected—rise in demand 
for oil since the war ended. Petroleum 
production of major fields from Texas 
to the Persian Gulf is higher than ever 
before, but demand far outstrips the 
record-breaking supply. Expansion of 
facilities to pump, store, transport and 
deliver the liquid fuel is not keeping pace 
with the growth of demand. 

The U.S. is using oil at a rate 6 per 
cent greater than last year, 41 per cent 
more than in 1941. The chart on the next 
page shows that oil users in the U.S. 
are taking a steadily growing share of 
the world supply. 

Latin America and Canada are using 
8.3 per cent more oil than last vear. 

Europe and Asia, excluding Russia, 
are using 12.7 per cent more. Russia 
does not publish figures on oil consump- 
tion, but the Five-Year Plan calls for a 
big increase in use of petroleum products. 

World production is at the highest 
point in history—more than 7,500,000 bar- 
rels a day. U.S. wells are producing 
more than five million barrels daily. 
Venezuela is over the million mark and 
operating at close to capacity. Fields 
around the Persian Gulf are being pushed 
to the limit. But, at the consuming end, 
supplies of oil are getting tight. 

@ The trouble comes from a shortage of 
facilities to handle the oil between the 


time it leaves the ground and the time 
it is used for fuel or lubrication. 

A scarcity of pipe retards expansion of 
crude oil deliveries in the U.S. and in the 
Persian Gulf area. 

Mills that make large-sized pipe are 
working at only 75 per cent of capacity 
due to a shortage of steel. At this rate, it 
will take them five vears to complete 
orders that otherwise could be filled in 
three and a half vears. 

The shortage of pipe limits the amount 
of fuel that can be moved from West 
Texas wells to refineries in the upper 
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OIL FLOWS IN VENEZUELA 
The problem is to get it out 
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Middle West. It also delays work on the 
pipe lines from Iran and Saudi Arabia 
to the Mediterranean Coast and the dou- 
bling of the Iraq pipe line. 

Inadequacy of drilling equipment is 
hampering exploration for new wells. 
The U. S. oil industry expects to sink 30,- 
000 wells this year, but if there were no 
problems of materials, many more wells 
would be bored. 

A shortage of tank cars restricts rail- 
road delivery of some types of oil fuels. 
At least 7,500 more tank cars are 
needed in the United States to bring the 
tank-car fleet up to prewar strength, but 
none have been manufactured since 
1942. Here again, the steel shortage is 
responsible. 

Lack of sufficient tankers makes it im- 
possible to move all the available oil to 
where it is needed. 

In Iran, the British are pumping oil 
back into the ground because they lack 
ships to take it to market, and storage 
facilities are inadequate. To save tanker 
space, the British are buying 2,000,000 
barrels a month from the Gulf Coast of 
Texas, rather than divert tankers to the 
longer haul from the Persian Gulf. 

The world’s tanker fleet consists of 
1,984 ships, of which 904 are under the 
United States flag. However, 221 U.S. 
tankers are laid up, out of service, and 
260 are being operated on a charter 
basis by the United States Maritime 
Commission, under an authority that 
expires June 30. If the authority is not 
renewed, the Commission will withdraw 
from service tankers that now carry 
one fourth of the oil moving from 
the Texas Gulf to the U.S. East Coast, 
one third of the oil moving from Vene- 
zuela to the U.S. East Coast and a 
large share of the oil moving from the 
Persian Gulf to the U. S. Pacific Fleet. 

Even if the Commission retains its 
authority to charter tankers, officials fig- 
ure that the world still could use a 
hundred more tankers to meet existing 
demand. 

Capacity of refineries puts a firm ceil- 
ing on the quantity of crude oil that can 
be turned into usable form. 

U.S. refineries now are running about 
5 per cent below capacity. Once delivery 
troubles are solved, refineries will not be 
able to cope with the available supply 
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The U.S. Takes a Bigger Share of World Crude Oit 
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of crude oil. Existing’ refineries can 
handle 5,150,000 barrels of oil a day 
and output of crude is expected to rise 
well above that figure this year. 

Refineries in Europe were badly dam- 
aged by the war. In the Persian Gulf 
area, output of U.S.-owned fields is 
limited by existing refinery capacity. 

Strikes in U.S. refineries have reduced 
temporarily the output of finished-oil 
products by about 300,000 barrels a day. 
In addition, the explosion at Texas City, 
Texas, wiped out refinery capacity of 
100,000 barrels a day. 

For the future, the prospect is that the 
oil shortage will get a lot worse before it 
gets better. Consumers in the U.S. 
Middle West are expected to feel the 
pinch first. Users of heavy fuel oils every- 
where will be affected before consumers 
of gasoline and light fuels. Spot shortages 
in many areas will develop from time to 
time until more transportation and _ re- 
finery facilities can be built. 

World demand is expected to increase 
by 2,100,000 barrels a day by 1951. 
More than half of this increase will come 


6 © WORLD REPORT 











Other Countries 
1,170,000,000 bbis. 
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from the U.S., where a rising output of 
passenger cars, trucks and home oil 
burners is straining oil supplies. A trend 
to burn oil, rather than coal, for manu- 
facture of electric power in many cities 
accentuates the oil shortage. 

The greatest new pressure for oil sup- 
plies in the U.S. comes from owners of 
home oil burners. These heating units are 
being installed in American homes at the 
rate of 500,000 a year. Largely as a re- 
sult of this, demand for fuel oil is up 52 
per cent over the last prewar year. Deal- 
ers expect the United States to have 
3,412,000 home oil burners in use by the 
end of this year, each one burning on the 
average 1,500 gallons a year. Demand 
for gasoline in the United States is up 
21 per cent over 1941. 

Abroad, as reconstruction of war-torn 
lands progresses, demand for oil is rising. 
In addition, coal shortages stimulate the 
change-over to oil. Britain is getting 
started on a long-range plan to shift 
many power plants to an _ oil-burning 
basis. France has similar plans, Denmark 
is turning away from coal. This trend is 


SSeace 


U.S. Consumption 
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Total World Production 
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in its infancy, but is expected to have aa 
important effect in the long run. 

World reserves of oil held below ground 
are considered ample to satisfy future 
world demand. Known reserves now are 
at the highest point in history. Discovery 
of the immense field in Saudi Arabia, 
believed to contain more oil than all the 
U.S. fields, assures the world of ample 
future supplies. 

World production is expected to in- 
crease by one fourth in the next four 
vears. By 1951, volume is expected to rise 
10 per cent in the U. S., more than 30 per 
cent in the Caribbean area, and perhaps 
100 per cent in the Eastern Hemisphere, 
largely from the Persian Gulf area. In 
Russia, too, there will undoubtedly be 
immense gains in oil production. 

q] For the next few years, however, 
there may be no escaping an oil shortage. 

No permanent relief is likely until 
more refineries, pipe lines, tank cars and 
tankers are in use. Two or three years 
may go by before the industry has suffi- 
cient new equipment to keep pace with 
rising demand, 
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EUROPEAN PURCHASERS FEAR 
SLUMP IN U.S. COAL EXPORTS 


Continental buyers set July 1 deadline for 
shipments in effort to avoid consequences 
of possible strike or transport bottlenecks 


European buyers of U.S. coal are rac- 
ing against time. Every possible ton of 
coal is to be loaded before July 1. The 
possibility of a strike in U.S. mines or of 
other bottlenecks affecting shipments 
after that date has Europe worried. 

Competition between European and 
U.S. buyers is increasing. U.S. coal is 
plentiful enough right now but there's 
a scramble for coal cars and ships. A 
strike would reverse the situation. 

Strike or no strike, prospects are that 
it will be a squeeze to keep coal moving 
out of the U. S. this summer at the present 
rate. The greater the volume of coal ship- 
ments, the more Europe's factories can 
expand production. Coal, next to food, is 
Europe’s greatest material need. 

@ Competition among European buyers 
of U. S. coal really started April 1. Before 
that, the U.S. Government handled this 
purchasing. Now each country is on its 
own. Currently, the field is crowded as a 
result of heavy buying and stockpiling by 
U.S. industries that want to build up 
reserves against the possibility of a strike. 

Higher prices are being paid, More 
and more pressure is being exerted to 
move coal to the seaboard. 

Exports from the U. S. are rising. May 
exports reached a record of 3,500,000 
tons, 46 per cent higher than January. 
@ Target date for coal shipments is July 1. 
The more coal bought and moved be- 
fore that the better, for several reasons: 


A strike after that date is possible, al- 
though current indications are that it will 
be avoided. That question rests largely 
with John L. Lewis. Europeans still 
shiver at the memory of the abysmal drop 
in U.S. coal exports last autumn during 
the maritime and later the coal strikes. 

Shorter working hours are also possible 
after July 1. This would cut coal produc- 
tion. But the prospect is that export 
needs would be taken care of even with 
a shorter week. 

Wheat shipments to ports will get 
heavier after July 1. Last year, coal cars 


‘were pressed into service to move a wheat 


crop smaller than the 1947 crop promises 
to be. Movement of wheat, in any case, 
puts a severe strain on U.S. railroads and 
might get priority over coal shipments 
in the summer. 

Export licensing will stop after July 1, 
unless the U. S. Congress continues pres- 
ent powers of the President. Export and 
transportation controls get the credit for 
the recent expansion in movement of 
coal to seaboard and aboard ship. 

Transportation bottlenecks are an 
ever-present hazard. Right now, shipping 
is temporarily short and hundreds of coal 
cars are tied up in Atlantic ports of the 
U. S., waiting to be unloaded. 

The hope is that June exports of coal 
from the U.S. will equal the May ton- 
nage, but that depends on availability of 
ships. Exports at such a level would help 


—v 


to offset the anticipated drop during sum- 
mer months. 

@ Europe’s need for U.S. coal is acute. 
Here’s how it measures up: 

Italy and Norway get 60 per cent of 
their total supplies of coal from the U. S. 

Denmark depends on the U.S. for 57 
per cent of her coal; Finland, for 50 per 
cent. 

Sweden and Switzerland get 25 per 
cent of their supply in the U. S. 

France, the Netherlands and Belgium, 
all have large domestic production and 
substantial imports from Germany. Even 
so, 18 per cent of the Dutch and about 
1] per cent of the French and Belgian 
supplies come from the U. S. 

@ A new customer for U.S. coal is 
Britain. Last winters hardships brought 
Britain’s coal supplies down below the 
danger point. Amassing reserves from her 
own resources before next winter will not 
be easy. So, Britain is looking abroad. 

A relatively small amount of coal is to 
come from Poland. In addition, Britain 
has just asked the European Coal Organi- 
zation for an allocation of 1,200,000 tons 
from the U.S. during July, August and 
September. Resentment flared in Europe 
at this request. Britain already is using 
more coal than before the war. The rest 
of Europe uses much less. 

But the ECO finally decided the Brit- 

ish could have American coal, provided 
U. S. exports to Europe exceeded 9,000,- 
000 tons in the third quarter of this year. 
That level should be reached, barring 
a major interruption of production. 
@ Prospects are that, if all goes well, 
U.S. coal exports, excluding those to 
Canada, will reach 36,000,000 tons this 
year. This would be double the 1946 
figure and 36 times the prewar average, 
as the accompanying chart shows. 

But even the tremendous increase in 
U.S. exports will not come near filling 
Europe’s need for coal. Europe’s buyers 
now are trying to fill as much of that 
need as possible before July 1, the poten- 
tial trouble date. 


More and More U.S. Coal Goes Abroad 
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BRITAIN’S DRAFT OF YOUTH 





ALLOWS FEW EXEMPTIONS 


Plan requires year of active duty and maximum 
of 6 years in reserve, for men 18 through 25. 
Coal miners are only class to be excused 


Reported from LONDON 


Universal training under a peacetime 

military draft now has been decided up- 
on by the British Government. The new 
law, similar to plans advocated by the 
armed forces of the U. S., goes into effect 
at the end of next year, when Britain’s 
wartime conscription act expires. 
@ Britain’s law means that beginning 
Jan. 1, 1949, all British males over 17 
and under 26 will be subject to a year 
of training in the Army, Navy or Royal 
Air Force. The law expires in 1953. The 
idea is to assure an adequate supply of 
trained man power at a time when 
volunteering is in a decline. 

Because Britain’s peacetime draft deals 

with many of the questions arising in dis- 
cussions of possible universal training 
in the U.S., World Report here presents 
an analysis of the British program by 
E. J. Drechsel, Jr., staff correspondent 
in London. 
@ Call-ups in Britain will be subject to 
a year’s service in any one of the three 
military services. They may express a 
preference for the Army, the Navy or Air 
Force, but such preferences will not nec- 
essarily be honored. If, for example, the 
Army quota cannot be filled from those 
who want to serve in the Army, it will be 
completed from the ranks of those who 
prefer one of the other services. 

Exemptions from the year of service 
will be possible, but not probable. Coal 
miners, for example, will not be required 
to serve provided they spend the entire 
life of the act at work in the mines. 

Deferments will be granted in special 
cases, each handled individually. For 
example, doctors and dentists can put 
off their year of training until they are 
30. Apprentices for skilled trades can get 
postponement until they complete the 
period of training. In most cases this will 
mean a delay of no more than 18 months. 

Students who have completed the 
equivalent of a U.S. high school educa- 
tion will be encouraged to take their year 
of military service before entering a 
university. To carry out this idea, 90 per 
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cent of university enrollment will be re- 
stricted to ex-service men, making it 
difficult for prospective students to go on 
to higher education. before serving their 
year in uniform. 


@ The service year for conscripts will 
be followed by a maximum of six years 
in military reserve, which means that 
universal training actually gives the 
armed forces some measure of control 
over young Britons for as much as seven 
years. As a reservist, the ex-serviceman 
will be subject to not more than 30 one- 
hour training periods a year, plus 15 
days of camp service annually. Ac- 
tually, reserve training will not require 
that much time, however, since credit 
can be accumulated for instruction dur- 
ing odd hours. 

The type of training given the indi- 
vidual during the year of active duty 
will vary with the military service to 
which he is assigned. 

In the Army, for example, the conscript 
will be assigned to a Primary Training 
Center for a basic course of six weeks or 
less. After basic training he will be trans- 
ferred to a specialized training center for 
the service branch to which he is as- 
signed, such as infantry, artillery or ar- 
mored corps. This takes another 10 weeks. 

For the rest of his year, the conscript 
will be assigned to a battalion. There he 
becomes a regular soldier within the 
limits of his short service. Technically, 
he can be assigned to overseas duty, but 
the fact that he can be kept in the Army 
for only a year makes such an assign- 
ment unlikely. 

In the Royal Navy, basic training con- 
ditions generally will follow the Army 
pattern. Because thorough naval training 
is so specialized, however, the Navy 
would prefer to have volunteers exclu- 
sively so that recruits would be in the 
service for terms longer than one year. 

In the Royal Air Force the preference 
is for volunteers too. But the RAF, like 
the Navy, has been unable to get enough 
voluntary enlistments. 
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TOMMY ATKINS IN PEACETIME 


He will sweat it out for one year 


@ Pay and allowances in Britain’s armed 
forces are better now than they were 
during the war, and present pay rates 
will apply to “national servicemen.” 

A “National Serviceman,” or conscript, 
as a private, will get $5.60_a week. 

A one-star private will receive $7 a 
week. 

Two-star privates get $8.40 a week, 
but few conscripts will reach that rank 
during one year of service. 

Dependency allowance of $7 weekly 
is made for a wife, provided the service- 
man allocates $2.10 of his own pay, a 
total of $9.10 weekly. Further allow- 
ances are made for dependent children. 
@ The pattern for peacetime conscrip- 
tion, thus, is set for Britain. Some mem- 
bers of the Government say hopefully 
that the plan may not be necessary by 
the time it becomes effective. But the 
prospect is that practically all Britishers 
between 17 and 26 will start going 
through this short course in military serv- 
ice after the end of next year. 
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U.S. HOLDS FATE OF EUROPE’S REFUGEES 


Future of 1,000,000 depends on whether 
Congress indorses collective effort to 
find homes, raises immigration quotas 


How the U.S. Congress answers two 
questions now before it will determine 
the fate of more than a million European 
refugees. 

First question is whether the United 
States is to sign up with 15 other nations 
in a collective attempt to find permanent 
homes for Europe’s homeless. 

Second question, the tougher one, is 

how many refugees the U. S. itself is will- 
ing to admit. 
@ If Congress says yes to the first ques- 
tion, the International Refugee Organiza- 
tion will be able to open for business on 
or about July 1. It will then be the re- 
sponsibility of the IRO to repatriate, re- 
settle or otherwise care for 1,346,000 dis- 
placed Europeans. To date, the Western 
armies of occupation, and the United Na- 
tions Relief and Rehabilitation Adminis- 
tration have been carrying the burden. 
On June 30, however, UNRRA officially 
goes out of business. 

Without U.S. participation, the new 

International Refugee Organization could 
not get very far. Of its first-year budget 
of $113,000,000, almost two thirds is to 
be supplied by the U.S. Treasury. 
@ If Congress lifts the bars on U, S. im- 
migration, which is involved in the 
second question, the new IRO will have a 
reasonable chance of placing most of the 
Europeans in its charge. 

The proposal on which the House 
Committee on Judiciary is now holding 
hearings would have the U. S. admit 400,- 
000 refugees, over and above the legal 
limit, at the rate of 100,000 a year. 
Under this plan, nearly a third of IRO’s 
charges presumably would settle in the 
U.S. The remaining two thirds would 
have to find havens elsewhere. Few of 
the refugees wish to return to their homes 
in areas dominated by Soviet Russia. 

Refusal of the U.S. to take these 
400,000, on the other hand, would give 
the. IRO an assignment that international 
officials consider almost hopeless. 

@) Prospects at present are that the IRO 
will do well to resettle 200,000 refugees 
in the year ending June 30, 1948. Based 
on official declarations of intent, as meas- 
ured against performance to date, this is 
the outlook for the year beginning July 1: 


Western Europe may absorb about 
140,000 displaced persons during the next 
12 months. 

Largest number will go to Great Brit- 
ain, which hopes to take in 100,000 
miners, textile workers, foundrymen and 
domestics to make up for an acute labor 
shortage. None of these, however, is to 
be guaranteed a permanent home in the 
British Isles. The offer is a one-year con- 
tract, subject to renewal, but without as- 
surance of British citizenship. 

Belgium is next in line, in search of 
20,000 refugees who have mining and in- 
dustrial skills. 

France and the Netherlands are also 
in the market, but for political reasons the 
French hesitate to import Poles, Balts or 
Yugoslavs who have refused to return to 


HOW U. S. LIMITS 
IMMIGRANTS FROM EUROPE 


(Yearly Quotas Under Act of 1924) 
From: 


Great Britain . . 65,721 
Germany . . . 25,957 
Oe « «© «© o tegnpee 
Poland >» © 2 6,524 
Italy ° ° . ° 5,802 
Sweden . .« « 3,314 
Netherlands . . 3,133 
France 68 @ 3,086 
Czechoslovakia . 2,874 
Russia >. «* 2,712 
Norway . .« « 2,377 
Switzerland . . 1,707 
Austria . 8 «¢ 1,413 
Belgium . . .« 1,304 
Denmark . . -¢ 1,181 
Hungary . . -« 869 
Yugoslavia . . 845 
Finland . . « 569 
Portugal . . . 440 
Romania .« . « 377 
Greece s © e 307 
Spain . .« « e 252 
Other European , 

Countries . . e 900 
Total from Evrope 149,537 


their homes in the Russian sphere. French 
Communists object to such refugees as 
anti-Soviet. Total likely to migrate to 
France and the Netherlands, therefore, 
may be less than 20,000. 

To this total, Norway may add a thou- 
sand or so Jewish refugees from Ger- 
many. The Oslo Government is currently 
admitting 600 displaced Jews, with offers 
of employment and full citizenship. 

The Americas, North and South, are 
counted on to take around 40,000 of the 
IRO’s charges during the next 12 months. 

The U.S, may admit 15,000 European 
refugees during this period, judging by 
admissions during the past year and a 
half. These entries, however, would be 
within the quotas regularly applied to the 
countries from which the immigrants 
come. Admissions above the quotas de- 
pend on legislation pending in Congress. 

Brazil already has begun importing 
refugee families with farm experience. 
The first shipload of nearly a thousand 
persons reached Rio de Janeiro the other 
day. Another 4,000 are scheduled to 
come along within the next 12 months. 

Venezuela, in search of 15,000 immi- 
grants,.may take a third of them from 
the camps in Europe. Peru, Chile, Co- 
lombia and Ecuador, also in the market 
for European skills, say they could use 
at least 30,000, may find a way to admit 
and settle 10,000 within the. next vear. 

Canada has been cautious in saving 
how many refugees it will admit, but 
5,000 is a reasonable estimate for the 
first year. One Canadian manufacturer, a 
member of Parliament from Quebec, has 
attempted to speed up the process by 
bringing in 100 workers by plane from 
the camps in Germany, to tend looms in 
his rayon mill. 

Total of these estimates for both sides 
of the Atlantic comes to slightly under 
200,000. This is in contrast to enthusiastic 
forecasts of a few months ago that at 
least a million refugees would find jobs 
and homes in South America alone. 

Actual task of selecting refugees in 
Europe, transporting them and settling 
them in a new land, it turns out, runs 
into a maze of difficulties. Screening im- 
migrants, to check their skills and back- 
ground, is laborious. Transportation costs 
and resettlement run into large figures. 
There are sometimes prejudices of race, 
nationality and creed to consider. Many 
countries forbid,employment of aliens. 
q A realistic appraisal of the possibili- 
ties, therefore, does not indicate that the 
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WARTIME REFUGEES AT FO 


new IRO will be through with its job in 
a year or two. Best guess of officials fa- 
miliar with the problem is that the task 
will take a minimum of three, a maximum 
of five years. 

Repatriation is expected to account for 
about 125,000 during this period. Present 
indications are that this number may be 
willing to return to the homes from which 
the Nazis and the war drove them. Most 
of the probable repatriates are Polish. 
Few of the Ukrainians, Yugoslavs and the 
refugees from Estonia, Latvia and Lithu- 
ania—now part of Soviet Russia—seem 
interested in returning home. 

A Palestine settlement by the United 
Nations may, in time, make possible the 
migration of 225,000 Jewish people to the 
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A CENTURY OF UNITED 
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Holy Land from the camps for displaced 
persons in Germany. President Truman 
has advocated entry of 100,000 Jews an- 
nually into Palestine. A U. N. committee 
is investigating the whole problem, and is 
to report by September 1. 

Remainder to be resettled, after allow- 
ing for repatriation, a Palestine settle- 
ment and movement next year of a pos- 
sible 200,000 people, still adds up to 
$00,000. 
€ Question before Congress, therefore, 
is how many of these the United States 
should admit. If present laws and regula- 
tions governing immigration stay as they 
are, the number of European refugees 
entering the U. S. will rise no higher than 
ten to fifteen thousand a year. A change 
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the bars for an extra 400,000? 


in the law will be required to raise this 
figure materially. 

The Stratton bill proposes such a 
change as a temporary measure. Be- 
cause only a few thousand refugees can 
enter the U.S. each year within the 
national quotas laid down by law, Wil- 
liam G. Stratton, a Republican Represent- 
ative from Illinois, thinks Congress 
should admit up to 400,000 outside of the 
quotas. Hearings on his bill are now in 
progress. 

American tradition, throughout most 
of U.S. history, would support the idea 
of opening the door to the oppressed and 
the homeless of Europe. In admitting 
about 39,000,000 immigrants between 
the end of the American Revolution and 
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Present quotas permit 154,000 a 
Proposal before Congress 
would admit an additional 100,000 
| refugees a year for four years. | 








7 HOW MANY IMMIGRANTS AHEAD? 


NEARLY 40,000,000 AMERICANS: Immigration reached a peak at the turn of the century, dwindled in the 1930s 


the present, the U.S. has given a haven 
to more people of other lands than any 
other nation in history. 

Restrictions on the flow of immigration, 
however, became drastic and permanent 
by act of Congress in 1924, after the 
unemployment of 1921 had convinced 
many Americans that unrestricted immi- 
gration meant unfair competition for 
scarce jobs. Purpose of the law is to 
limit annual entries to 2 per cent of those 
nationalities already represented in the 
U.S. population. 

Quotas, shown in an accompanying 
table, turn out to be fairly large for North- 
ern and Western Europe, small for East- 
ern and Southern Europe. Trouble is, 
most of the refugees now in need of 


help in Europe come from places with 
small quotas. 

Thus, more than half a million Poles, 
Balts, Ukrainians and Yugoslavs press 
against U.S. quotas which would admit 
fewer than 11,000 each year. If the Poles 
awaited their turn to enter the U. S. under 
quota, the last refugee would have to 
wait 57 years; for Baltic refugees, the 
full waiting period would be 263 years. 

@ Action by Congress to increase or 
waive the quotas is thus the only hope 
any large number of these displaced per- 
sons have of entering the United States. 

Concern over the problem is about to 
be officially expressed in U. S. participa- 
tion in the new International Refugee 
Organization. Congressional approval of 
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American membership in the IRO now 
seems likely. 

Concrete steps to lower U.S. barriers 
against immigration, however, are not to 
be taken quickly or easily. There is little 
prospect that Congress will take final 
action on the Stratton bill before adjourn- 
ment on July 31. Approval is to be de- 
ferred, therefore, at least until the next 
regular session of Congress, early in 1948. 

How Congress will answer the plea 
then to admit more refugees is anybody's 
guess. Present shortages of housing in the 
U.S. and fears of rising unemployment in 
the future combine with a legislative 
record against increased immigration that 
cannot give Europe's refugees much rea- 
son for hope. 
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GERMANS TO HELP MANAGE OWN ECONOMY 


Through new council set up in U. S.-British 


zone they can direct recovery operations 
but must follow the pattern set by the Allies 


Reported from BERLIN 
and WASHINGTON 


A council made up of German citizens 
now is to manage the economic life of 
40,000,000 Germans in the combined 
U.S. and British zones of occupation. 

Through this council, with head- 
quarters at Frankfurt on the Main, Ger- 
mans are to exercise more power than at 
any time since the war. But Anglo- 
American authorities will set the pattern 
within which the council will operate. 

This is the keystone in the latest at- 
tempt to restore the economic life of 
Western Germany. Previous efforts have 
suffered from the lack of bi-zonal co- 
ordination. 

@ German authority now is in the hands 
of the new economic council. It has the 
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IN CHARGE OF NEW ECONOMIC PLAN 


power to enact legislation governing the 
production, allocation and distribution Jf 
food, raw materials and goods; exports 
and imports; price control; transport and 
public finance. 

U.S. and British instructions are to go 
to the economic council. From that body 
down through the seven state govern- 
ments of the U.S. and British zones to 
the grass roots of local government, 
Germans are to hold both the power and 
the responsibility. 

To handle this job, the economic coun- 
cil is to ask the full co-operation of 
1,045,000 German civil servants and 
430,000 employes of the German railways 
in the united zones. 
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Lt. Gen. Sir Brian Robertson (right) and Gen. Lucius Clay (2nd from left) 
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Economic objectives are defined in 
general terms by the U.S. and Britain. 
The council is to co-ordinate Western 
Germany's export drive, cutting red tape 
hampering the revival of German trade 
and industry. 

No miracles are expected. For the next 
year, at least, U.S. and British tax- 
payers can count on putting three times 
more dollars into Germany than the 
Germans can repay by exports. But up 
to now the ratio of dollars spent to dol- 
lars earned has been 5 to 1. 

Export targets for 1947, reduced to 
$250,000,000 from previous estimates 
of $375,000,000, may still be too high. 
U.S. and British imports of food, seed 
and fertilizer, totaling $163,000,000 in 
value during the first quarter of this year, 
probably are to be increased. To help 
close the gap between exports and im- 
ports, the U.S. and Britain are seeking 
German co-operation. 

The incentives being offered Germans 
for such co-operation are more food, bet- 
ter business and more self-government 

To eat more, Germans must support 
the economic council's effort to stamp out 
food hoarding among farmers now hold- 
ing their crops for black market profits. 

To improve business, the eeonomic 
council must co-ordinate industrial plan- 
ning throughout Western Germany to 
increase production efficiency. 

In addition, there is a chance that the 
U.S. and Britain may lift the roof put 
on Germany's production by the U.S., 
Britain and Russia after the Potsdam 
Conference in 1945. These production 
levels are based on the economic unifica- 
tion of Germany. New levels must be 
fixed to enable Western Germany to pay 
her way with exports if Russia does not 
agree with the U.S. and Britain on a 
plan for a united Germany. 

To obtain more self-government, the 

Germans must show that the power they 
now hold is paying off in contributions to 
European economy and in repayments to 
U.S. and British taxpayers. The amount 
of authority now in German hands is 
considerable. 
q A German state, with a population 
slightly larger than that of France, now 
exists in the economic sphere. The gov- 
ernment of this state is the result of free 
elections by the German people. 

At the top is the new economic council 
and its executive committee. 

About 54 members of the council are 
to be chosen by the elected legislatures 


of the seven states in the U.S. and 
British zones. Most members of the coun- 
cil will leave seats in the state legislatures 
to take their new jobs. 

An executive committee is to carry out 
the day-to-day application of policies 
determined by the council. It is the near- 
est thing to a central German government 
since the Nazi regime crumbled. Its lead- 
ing members, seven in number, are to 
be the representatives of the states in the 
combined zones. 

At the bi-zonal level, about 4.000 Ger- 
man officials are to act as liaison agents 
between the economic council and the 
governments of the seven states. These 
Germans and their families now are mov- 
ing to Frankfurt, the new headquarters 
of five bi-zonal committees previously 
scattered in different German cities. 

These committees once could only rec- 
ommend action to the state governments. 
Now, under the executive committee, 
they are to transmit the decisions of the 
economic council to the states in matters 
relating to banking, imports and exports, 
food and agriculture, transport and com- 
munications, and civil service. 

At the state level, the new setup for 
Western Germany ties in with state and 
local governments. These now are so 
highly organized that most German citi- 
zens can get back to peacetime business 
without meeting other than German 
officials. 

Thanks to U.S. occupation policy, the 
three states of the American zone now 
have far more experience in self-govern- 
ment than the four states of the British 
zone. At present, only 5,000 officials of 
U.S. Military Government are in Ger- 
many advising Germans. In the British 
zone, where elected governments of 
Germans are about a vear behind their 
U.S. zone colleagues, there are 20,000 
officials of British Military Government. 

In both zones, however, Germans run 

the railways, postal and telecommunica- 
tions services, handle collection and dis- 
tribution of food, direct the banks, guard 
and judge German Nazis, enforce price 
and wage policy and license the press. 
@ What it means in terms of Germany's 
future is that only political government, 
which now stops at the provincial level, 
is lacking for a new state in Europe. 

As a compromise between U.S. and 
British policies in Germany, the council 
system unites British ideas of centraliza- 
tion with U.S. plans for giving more 
responsibility to Germans. Gen. Lucius 
D. Clay, U.S. Military Governor, and 
Lt. Gen. Sir Brian Robertson, chief of 
staff in the British zone, are watching 
over the economic council's work. 

As a warning to Russia, the creation of 
the economic council means that the U. S. 
and Britain are not going to wait indefi- 
nitely for a Big Four agreement on Ger- 
many before enabling Germans to work 
their own way out of economic bank- 
ruptcy. 


REBIRTH OF SELF-GOVERNMENT 
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REORGANIZATION: German police take over their duties 
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RE-EDUCATION: German teachers learn their new lessons 
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COMPROMISE WITH UNIONS 
PERILS FRENCH STABILITY 


Concessions to workers together with new 
wage demands threaten to increase living 
costs and lead to Government's overthrow 


Reported from PARIS 
and WASHINGTON 


Pressure for higher wages now is 
threatening to torpedo the French Gov- 
ernment’s campaign against the high 
cost of living. 

Premier Paul Ramadier is finding him- 
self compelled to make a new round of 
wage revisions which may start prices 
spiraling upward again in a new surge of 
inflation. 

@ Concessions made by the Government 
to French labor are taking many indirect 
forms. 

Bonuses for increased production are 
becoming a common device for getting 
around the Government’s formula of no 
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wage raises. The French Confederation 
of Labor, or CGT, which controls most of 
the unions, is urging such bonuses for 
workers in most industries. The Govern- 
ment has approved in principle. 

Tax exemptions are to be granted on 
the incomes of additional thousands of 
workers in the lower pay _ brackets. 
Premier Ramadier has proposed to allow 
income tax exemptions to all workers 
earning $700 a year or less. At present, 
the exemption applies only to those 
earning less than $500 a year. 

Minimum wage of $59 a month for 
200 hours of work now is proposed by 
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blow the lid off government plans 


the Government for all industries. The 
minimum wage in effect at the present 
time is $59 for 208 hours of work a 
month. 

Strike pay sometimes is being offered 
to compensate workers for the salary lost 
during work stoppages. When 32,000 
strikers returned to work at the Renault 
automobile plant recently each one re- 
ceived $13.35 in strike pay, in addition 
to a 24-cents-an-hour raise in the form of 
a production bonus. 

Loans to help finance workers’ vaca- 
tions are being offered to employes in 
some plants. Borrowers can repay the 
loans in easy installments through deduc- 
tions from their pay checks. 

@ Hazard in these concessions to French 

labor is that they may be passed along 
to consumers in the form of higher prices 
and thus defeat the purpose of the 
Government's anti-inflation campaign. 
France has a price-control system, but 
manufacturers almost certainly will press 
for higher price ceilings for their products 
if wages go up. 

Extra pay in the form of production 
bonuses often turns out to be simply an 
inflationary wage raise called by an- 
other name. Settlement of a recent strike 
by flour-mill workers in Paris provides a 
good example. The Government finally 
had to offer these terms to get employes 
to return to their jobs: 

A 7-cents-an-hour “diligence bonus” 
for getting to work on time; a “bonus” of 
1% cents an hour for night workers, and 






a raise in the “handling premium’ to 
truck drivers of half a cent a sack. 

Similar bonuses probably will be of- 
fered to the gas and electricity workers, 
who are clamoring for an increase ot 15 
per cent. 

Other benefits to workers, such as the 
minimum wage, strike pay and exemp- 
tion from income tax all tend to create 
inflationary pressures which may quickly 
wipe out the temporary improvement 
won by labor. The loss of taxation from 
workers in the lower-income groups, for 
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PRESIDENT RAMADIER 
His fight is against inflation 
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instance, is a heavy blow to the Gov- 
ernment’s struggle to balance the budget. 
@ A new program, aimed at increasing 
the income of French labor without in- 
creasing the danger of more inflation, 
now is proposed by the Government of 
Premier Ramadier. 

A bonus system for increases in pro- 
duction would be applied collectively to 
every French industry. The idea would 
be to apportion fairly among employers, 
consumers and workers the increased 
profits arising out of expanding pro- 
duction. 

Workers would get their share in the 
form of an addition to their weekly pay. 

Owners would receive theirs in the 
form of dividends. 

Consumers would take their share of 
the bonus in the form of reduced prices. 

The system of collective bonuses 

would be applied through committees 
set up by the Government for each 
branch of industry. These would de- 
termine rates and methods of distribu- 
tion for every industry in France. 
@ Drawback to the French Govern- 
ment’s new scheme for collective bonuses 
is that it could easily involve months 
of planning and investigation before it 
could be put into effect. This disadvan- 
tage is so apparent that some opponents 
have criticized the plan as an elaborate 
ruse to postpone any real wage settle- 
ment. 

In return for the Government's latest 
concessions, the labor unions of France 





DELEGATION OF FRENCH EMPLOYERS: Wage increases may lead to demands for higher price ceilings 
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have been asked to agree to postpone- 
ment of the revision of wage scales until 
next December 1. July 1 was the date 
agreed upon early this vear, when Pre- 
mier Ramadier announced his program 
for reducing the cost of living. 

Question is whether the union lead- 

ers can hold their members in line until 
December. Observers do not rule out 
the possibility of an avalanche of “wild- 
cat” strikes in France during the sum- 
mer and autumn. Such a widespread re- 
bellion against the no-strike policy of 
the unions would nullify the effects of 
French labor’s truce agreement with the 
Government. 
@ Reaction of Ramadier to an extensive 
wave of strikes probably would be swift 
and vigorous. Recently he faced up to 
the threat of a nation-wide strike of 
utilities workers by signing a decree com- 
mandeering all gas and electric plants 
and preparing to draft all the would-be 
strikers into the Army. 

Political danger involved in the pos- 
sible upheaval of labor is that such a 
situation might force the present Gov- 
ernment of France out of office and pave 
the way for a dictatorship of the right 
or left. 

Economic danger in widespread 
strikes is that they could plunge France 
into a serious financial crisis, canceling 
out the nation’s elaborate and partially 
successful campaign against inflation and 
possibly delaying the job of postwar re- 
covery by several years. 


JUNE 10, 1947 © 15 

















—— Dispatch 


Reg.Appd. for U.S. Pat.Of, 


HOUSING LAGS IN THREE MAJOR COUNTRIES 


Shortages of materials force Russia, Britain 
and U.S. to recast construction plans in 
efforts to provide homes for workingmen 


Reported from LONDON 
and WASHINGTON 


Russia, Britain and the U. S. are falling 
short of the targets they had set for 
building new houses. 
€) The lag in housing construction is 
forcing all three countries to re-examine 
their programs, to lower postwar esti- 
mates of the number of dwellings to be 
built in the immediate future. 

The United States now has abandoned 
a two-year plan of starting work on 
2,700,000 hovse'ng units, the goal set on 
January 1, 1946. Chances are that a mil- 
lion less than that number will be 
built or under construction by the year’s 
end. 

Britain has dropped plans for complet- 
ing 300,000 housing units in 1947. At 
the end of March, 218,783 houses were 
already under construction in Britain, 


HOUSING MISSES THE TARGET: FIGURES ON EACH PICTURE INDICATE WHAT PERCENTAGE 





but it now is clear that only part of 
these will be completed this year. 

Russia, in one year, has built less than 
one twelfth of the 779,213,000 square 
feet of housing space scheduled under 
the current Five-Year Plan. 

@ Reasons for delay are these: 

In the U. S., cost of material and labor 
is a major factor holding down construc- 
tion of new homes. About 2,500,000 
Americans are in the market for houses, 
but they are tending to resist prices 
which now are almost double prewar. 

Private construction accounts for about 
four fifths of U.S. building at present. 
As a result of buyer resistance, builders 
are slowing up operations. 

Materials are hovering at the highest 
prices in history. Following the removal 
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UNITED STATES: Record prices make buyers hesitate 
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of price controls last November, lumber 
prices rose quickly to their present levels, 
287 per cent of prewar. Such items as 
screens and shades now cost three times 
as much as before the war. 

Labor efficiency is down; wages are 
up. Efficiency of labor in the New York 
area is reckoned by contractors to be 
30 to 50 per cent below prewar levels. 
Bricklayers are getting $2.75 per hour, 
better than a third more than they were 
paid in 1940. 

Excess stocks of housing materials 
building up behind buyer resistance al- 
ready are causing a downward trend in 
prices. Lumber companies are preparing 
to take a cut in profits, which have been 
running as high as 400 per cent of pre- 
war. 

Wages for labor in the building indus- 
try are not likely to come down. But 
unemployment, now increasing, may lead 
to higher output per worker employed. 

What is worrying U.S. housing au- 
thorities is that prices are retarding con- 
struction when building activity should 
be at its peak. A drop in building costs in 
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ENGLAND: Snow, rain, wind 
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the middle of the summer may not bring 
lower-priced houses until next year. 

In Russia, priority is being shifted from 
the construction of factories to the build- 
ing of homes for workers. 

Eagerness to boost production under 
the Five-Year Plan led Soviet authorities 
to earmark most building materials for 
industrial construction. Factories thus 
built failed to produce as expected be- 
cause there was not enough housing 
for workers. 

Reconstruction of the Kirov metallur- 
gical plant in the Don Basin, for example, 
increased the worker population of the 
town of Makeyevka by one third. To 
house the newcomers, the Plan called 
for the construction of 110,000 square 
vards of housing space last year. By 
vears end, however, only 8,000 square 
yards had been completed. Because work- 
ers were inadequately housed, plant 
production was far behind schedule. 

Such experience has led the Soviet 
Government to shift the emphasis to 
housing. Henceforth, houses for workers 
are to share with industrial projects the 
cement, bricks, timber and other items 
in short supply. In addition, Government 
ministries, which produced 166,600 hous- 
ing units in 1946, are under orders to 
build twice that many this year. 

A housing unit in Russia, however, is 
tar below U.S. standards. In Moscow, 
each Russian is entitled by law to only 
43 square feet of floor space—about 
enough for a bed with a foot of clearance 
on each side. Government-built housing 
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and floods cut prefab goals 


in Russia provides the equivalent of a 
room 20 feet square per family. 

In Britain, bad weather through the 
spring has resulted in a new building 
program with smaller targets than its 
predecessor. 

Snow, rain, wind and floods not only 
delayed construction and damaged exist- 
ing housing, but also cut production of 
building materials. In the first three 
months of this year, brick production was 
only 68 per cent, cement output barely 
56 per cent and plasterboard production 
less than 64 per cent of quarterly needs. 

As a result, Britain may not have 
enough material to complete houses be- 
gun before January. Industry is to get 
first priority on available materials for 
new power stations, mine development, 
better transport and additional factory 
space. 

Estimates of man power needed for 
home building this year are being scaled 
down. The present labor force of 952,000 
in the building trades is to be more 
than sufficient. To keep even this number 
employed, Britain must import some 
building materials. 
€ Imports are making it possible for all 
three countries to break a few building 
bottlenecks. 

Paint for American houses, critically 
short last year, is ample because the U. S. 
Government finally was able to buy lin- 
seed oil, an essential ingredient, from 
the Argentine. 

Roofs for Russians are coming from 
Saxony in reparations. In addition to 
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metal roofing, Soviet ministries now un- 
der criticism for failure to meet hous- 
ing targets are taking wiring, nails, ce- 
ment and other building materials from 
the Soviet zone of Germany. Even with 
German help, however, it will be 10 
years or more before the Soviet Govern- 
ment can provide adequate housing for 
all the 25,000,000 Russians made home- 
less by the war. 

Lumber for Britons depends in part on 
coal, Sweden, normally a large exporter 
of building timber to Britain, is turning 
labor from the production of lumber to 
the cutting of wood for fuel. Sweden can 
make more wood available for Britain 
only if she can get more coal from 
Germany, Poland or Britain. Britain is 
trying to get some lumber from Russia, 
but Russian forests near transport centers 
were heavily cut during the war and Rus- 
sia's own needs are great. 

The housing shortage, however, is 
world wide. Each of the three countries 
now seeking living quarters for more than 
40,000,000 people is looking to her own 
resources for the major effort to solve 
the housing problem. 

@ The prospects for housing this year 
are dark in all three countries. 

Long-range planning is replacing un- 
successful short-term projects. The U. S., 
Russian and British governments are 
aware industrial production will suffer un- 
til workers find permanent homes. As a 
result, 1948 may be a boom year in build- 
ing as the three countries try to make up 
for the housing failures of 1947. 


PLANNED RATES HAS BEEN REACHED IN CURRENT CONSTRUCTION 
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PARLEY TO MAP DEFENSE 
OF WESTERN HEMISPHERE 


Argentina's deportation of German spies 


and Truman’s support of arms legislation 


indicate U.S. will back conference soon 


The U.S. is expected to give the green 
light soon for an inter-American con- 
ference which will plan the defense of the 
Western Hemisphere. 

Developments pointing to an early go- 
ahead signal from the U. S. are these: 

Argentina has announced the deporta- 
tion of additional German spies and has 
declared she feels her action against 
Axis individuals and influences now is 
complete. U.S. dissatisfaction with Ar- 
gentina’s action on this score has held up 
the conference nearly two years. 

President Truman has asked the U.S. 
Congress to pass the Inter-American 
Military Co-operation Act, designed to 
standardize the armed forces of the 
American republics and Canada on U.S. 
lines. The measure has influential support 
in both houses of Congress. 

The conference goal is a regional sys- 
tem of defense within the framework of 
the United Nations. This system will 
supplant the wartime arrangement made 
at Mexico City two years ago, under 
which the American republics agreed to 
act against any nation that threatened or 
carried out aggressive action against any 
one of them. 

The conference will work out a pro- 
cedure for defensive action to be taken 
jointly against any power guilty of ag- 
gression against any of the American re- 
publics. And it will set up an organization 
representing the general staffs of these 
republics to formulate military policies 
and plans of action. 

Aggressors whom the delegates at 
Mexico City had in mind were the Axis 
powers and any American country that 
might start a war against its neighbors. 
Now the Axis has ceased to exist. Diffi- 
culties between Russia and the U.S. are 
uppermost in the minds of Pan-American 
planners. But the conference will name 
no specific powers as probable targets. 
Rather, it will plan protection from any 
attack _riginating outside or inside the 
Western Hemisphere. 

In any case that may arise, the system 
set up by the conference will function 
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only until the United Nations Security 
Council takes action. 

q) U.S.-Argentine strain has delayed 
the conference since late 1945. But now 
the U.S. has declared anti-German ac- 
tions taken by Argentina on two counts 
are adequate. Highest levels in the U.S. 
Government are deciding whether depor- 
tations recently announced by Argentina 
round out compliance on the remaining 
count, 

Argentine action against Germans has 
been more thorough than that of some 
other countries of Latin America. In- 
dications, thus, are that the U.S. will 
declare herself satisfied and will be will- 
ing to sign a treaty of joint defense with 
Argentina and the other American re- 
publics. 

Agreement on this point is expected to 
result in the return to the U. S. of Ambas- 
sador George S. Messersmith, who was 
sent to Argentina a year ago to straighten 
out differences between the two coun- 
tries. Strongly mentioned as his successor 
is James Bruce, New York businessman. 
@ Standardization of military equipment 
and training in all countries of the West- 
ern Hemisphere on U. S. lines is the basic 
purpose of the bill Truman has sent to 
Congress. 

The bill, if enacted, will empower the 
President to transfer U.S. equipment, in 
quantities he considers suitable, to coun- 
tries of the Western Hemisphere who 
want it. The President can accept, in par- 
tial or full payment, the assorted Europe- 
an weapons that make up most of the 
armaments in Latin America. He will be 
able to continue wartime policies of main- 
taining U.S. training missions in other 
countries of the Western Hemisphere and 
of bringing officers from those countries 
to the U. S. for advanced training. 

Market value of the equipment to be 
made available for transfer is estimated at 
about $60,000,000. 

Sponsors of the bill say it will tend to 
discourage arms races in Latin America, 
for the U.S. will be able to limit its 
shipments of equipment and ammunition. 
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JAMES BRUCE, BUSINESSMAN 
He may carry U. S. approval to Argentina 


They maintain that, except in aviation, 


it will produce no net increase in arma- 
ments. Actually, they declare, the substi- 
tution of modern weapons from the U. S. 
for obsolete weapons from Europe will 
enable Latin-American countries to main- 
tain their defenses with less manpower 
than is used now for that purpose. 
Strategic idea back of the plan is to 
enable individual countries to defend 
themselves from invasion and to put 
down disorders inspired by any non- 
American power. In World War II, 
Latin-American countries lacked the 
equipment and the trained forces they 
needed. Result was that the U.S., when 
it needed all available troops and arms 
in North Africa and the Pacific, had to 


.send units to Latin America to protect 


ports, oil refineries and other vital targets. 
U.S. planners hope to avoid a similar di- 
version in any future war. 

Political idea behind the plan is to 

keep Europeans from re-establishing the 
influence they exercised before the war 
through military missions in Latin Amer- 
ica. 
@ Exact time and place of the confer- 
ence are uncertain. It may be held in 
Rio de Janeiro late this summer. Or it may 
be combined with the political meeting to 
open next January in Bogota, Colombia. 
The War and Navy departments would 
like to hold off the conference until 
Congress acts on the pending bill. 

Latin-American countries, on the other 
hand, have been impatient over the de- 
lay. They question the amount of protec- 
tion they could get from the U.N. 
Security Council in case of trouble. And 
they want U. S. arms and an assurance of 
military co-operation. 

Regardless of the time and place that 
are chosen, obstacles to the conference 
are being removed. Before many months 
pass, the American republics are to meet 
and work out defense plans. 
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MEXICO’S OIL MONOPOLY 


IN URGENT NEED OF CASH 





Unable to finance improvements required 
to avert serious difficulties, Government 


may turn to private investors for assistance 


Reported from MEXICO CITY 


and 


Mexico's ailing oil monopoly needs a 
lot of money from somewhere soon. 
Large sums, perhaps as much as $340,- 
000,000, must be spent for exploration 
and improvements if the industry is to 
avoid serious difficulties. 

A little of the necessary money is in 

sight now. But the chances are that 
private interests in the U.S. will have to 
be asked for help if the full program for 
reviving Mexican oil is to be carried 
out. 
@ A crisis is ahead of the Government 
oil administration, Pemex, unless funds 
become available soon. Pemex has been 
running the industry since it was taken 
over in 1938 from outside owners—prin- 
cipally Americans, British and Dutch. 

For years Pemex suffered from labor 
troubles and_ political mismanagement 
which sapped the strength of one of 
Mexico’s biggest industries. Now a new 
director, Antonio J. Bermudez, is trying 
to put it on a business basis. A commis- 
sion of Government experts and oil 
workers, which made a study at Bermu- 
dez’ request, says these steps must be 
taken within the next two years: 

New fields must be developed. Produc- 
tion now is not sufficient to meet demands. 
Northern Mexico leans heavily on im- 
ports from the U.S. If too great a strain 
were placed on fields now producing, 
they would turn to salt water; under 
private ownership, this happened in the 
20s to the fabulous Golden Lane field. 


Mexico is believed to contain vast 
reserves. But few of them have been 
proved. 


@ Refineries and pipe lines must be 
built to increase the output of petroleum 
products and to ease distribution troubles. 

Exports must be reduced. Much of 
Mexico’s crude oil now goes to refineries 
in the Eastern U. S. Under private owner- 
ship, the oil industry concentrated on 
markets outside Mexico. Pemex has 
stressed home consumption. This change 
in policies has doubled the use of petro- 
leum products in Mexico. Thus, the com- 


WASHINGTON 


mission believes available supplies should 
be saved for home use. 

Natural gas now wasted should be 
piped to cities where it can be used. 

@ Getting the money will pose a diffi- 
cult problem. 

Pemex is losing money, according to 
U.S. experts. Mexican officials, on the 
other hand, say it is making a profit. But 
profits, if there are any, are too small to 
finance such a large program. 

Sale of bonds by the Central Govern- 
ment would produce some money. But 
other projects planned by President Mi- 


guel Aleman will draw heavily on the 
Government's credit. 

The International Bank has been asked 
to finance one pipe line, and may agree to 
do it. But the Bank's resources available 
for lending now are limited and it has 
many other applications pending. 

The Export-Import Bank of the U. S. 
is favorably disposed toward financing 
a gas pipe line. This institution, however, 
cannot handle the whole program. 

Argentina, now a lender to South 

American countries, might be willing to 
make a loan to Mexico. But in return she 
would want large deliveries of oil. Mexico 
would have trouble making them. 
@ Private capital from ihe U.S., thus, 
may be asked to help if the program is 
to be carried out in full. U. S. oilmen may 
have a chance to join in the exploration 
on a basis that will give them a share of 
what they produce but will leave subsoil 
rights in the Government's hands. A 
bond issue also may be attempted. 

Oil operators probably would grab at 
attractive chances to prospect good areas. 
Thus private interests in the U.S., vir- 
tually barred from the oil industry in 
Mexico since 1938, may help to put 
Pemex on a firm foundation. 
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Government administration is big business. And Present difference reflects a British reluctance to 
running the affairs of a defeated enemy country is turn over authority to German officials, contrasted 
no exception to the rule. The Worldgraph shows the _ with American eagerness to increase German ad- 

» . total man power employed in the administration of ministrative responsibility as rapidly as German 
the British and U. S. zones in Germany. 1 can be-organized to assume it. Critics of 

. Administrative personnel for a ineahaued popu- British Military Government have stressed the fail- 

_ _. lation of 40,000,000 in the two zones adds up to ure to provide strong incentive to recovery in Ger- 


ms more than 1,000,000. The figure seems high. Yet the 


proportion of civil servants to total population is far 
lower for these German zones than it is in the do- 


- mestic governments of Britain and the U.S. This 


ison is shown in the chart at the lower left 


of the Worldgraph. In both countries, there is one 


ae 
~~. employe of national or local government for each 


te 5 native Germar 

NS as habitants. —_ 

|. Chief difference in pattern between the British — 

heat and yee oe zones is in the number of mili- until a peace treaty is signed. Proposals to reduce 
: 2 ~~ their size, possibly to half the present figures, are 
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24 inhabitants, while in the occupation zones, in- 
cluding both military government personnel and 
mney there “only one for each $0 in- 











uniform pattern is expected to emerge. 


personnel. In Proportion bottr to 


ed 


many, Critics of U.S. Military Government have 
emphasized the ineffectiveness of German officials 
in carrying out zonal policy. Problem of the com- 
bined zones is to provide both effective government 
and stimulus toward rapid recovery. 

Not until both these gcals have been achieved 


will the cost of supporting a defeated enemy be re- 
duced appreciably for Britain or the U.S. The 


Worldgraph figures do not include actual occupa- 
tion-forces..These add up to approximately 200,- 
000 troops in the British zone and 150,000 in the 
U.S. zone, and these armies will remain at least 


being discussed now. But at best, both occupying 


and administering the affairs of defeated Germany 
will remain costly ventures for the war's victors for 


some time to come. 
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Report on World Food 
i 
WHY MILLIONS OF PEOPLE GO HUNGRY : 
E 
Root cause of the trouble is that too little have to supply the needs of nearly 100 it 
importing countries. n 
land is under cultivation while population Germany used to be a big exporter of — | 
ae. 2 : A nitrogen, But war damage and a lack of — ¢ 
is increasing. No early improvement likely coal to power the nitrogen plants have — t 
cut production to a third of the prewar: | 
level. Germany now imports nitrogen. 
(One of the basic problems of the Czechoslovakia and in the sizable strip The U.S. has long been a major im-  E 
postwar period is the failure of agricul- of Eastern Germany taken over by Po- porter of nitrogen, and still is, despite 
ture, in much of the world, to make a_ land. These displaced farmers not only — increased facilities for production. } 2 
comeback. That failure is causing hun- have stopped producing food, most of Supplies of other fertilizers are little 
ger to millions. It is a root cause of them have to be fed in the occupied — better. Before the war, Europe leaned 
riots, strikes, disorder and unrest. zones of Germany. Meanwhile, many of — heavily on Germany for potash. Ger 
(Because hunger has a direct bearing — their abandoned farms are idle, waiting many was the biggest producer in the 
on peace, WORLD REPORT here ana- for new owners to become producers. world, Most of the potash mines in Ger- _ t 
lyzes the reasons the world’s farms still Such a large-scale shift takes time. It many now are in the Russian zone, and = é 
are failing to produce enough food.) may be several years before the areas in- little is known about how much they  ¢ 
volved get back into full production. produce and where it is going. , =. 
FTER TWO YEARS, hunger is as preva- The near paralysis of the German  ‘ 
lent in the world as it Was at the Need for Fertilizer steel industry is depriving Europe o% d 
end of the war. At the end of the third large quantities of soluble phosphates, 
postwar vear, hunger still will be preva- The extreme shortage of fertilizers is | a by-product of slag. ; 
lent in many regions. | a heavy brake on food production in It is probable that social experi- | 
Why is it that two years of peace many parts of the world. ments in the areas of Europe dominated — ‘ 
have brought no plenty? The _ basic World supply of nitrogenous fertiliz- by Russia also may be interfering with  ' 
reason is that the amount of land under _ ers in the last year has been about 25 agricultural production. Some loss of — | 
cultivation has not increased much in per cent below requirements, and no output is almost bound to occur-during | 
10 years and that population has grown. improvement is in sight. Actually, world — the transitional stage. In some cases, the | 
Bad luck with the weather and a__ production of nitrogen is slightly higher _ b:eaking up of large estates in Prussia 
number of human errors make the than before the war, but demand is up and Poland has created farming units | 
trouble more acute. There are shortages more than a third. too small to be efficient. ” | 
of nearly everything that is needed to At present, there are only five net ex- In Asia, a large percentage of the | 
raise food. - porters of nitrogen in the world: Chile, land abandoned during the Japanese oc- | 
In Europe, a severe shortage of farm Canada, the United Kingdom, Norway cupation has not vet been returned to 
machinery and draft animals is one big and Belgium. Those five countries now cultivation. Here. too large-scale shifts 
reason why farm production still is low. Pegs ck A a 
There is a lack of tractors everywhere, 
but the shortage is worst in Russia. 
The Soviet Union’s agriculture, before 
the war, was the most highly mecha- 
nized in the world. 
Destruction and looting of tractors by 
the Germans was so thorough in Russia 
that huge agricultural areas were 
stripped bare of motive power. Soviet 
industry will take years to replace the ai; 
Joss. Meanwhile, food production suffers. 
Much of the food grown in Russia at 
the present time has to be tended by 
hand, on ground that has been spaded, } 
not plowed. ig 
Throughout Europe factories manu- ps Ott 
facturing tractors and farm implements ee a ae ak ay 
are slow to recover, largely due to a AG >.) os #5 & 
shortage of coal and raw materials. ay 2 Py 
War and its aftermath have caused «) ot ee 
huge shifts in farming populations in , '= British Combine 
Europe. Millions of German peasants ENGLAND: FARMER AGAINST ODDS 
have been expelled from their farms in Spring floods were the last straw 
; 
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in population have taken place, although 
not for the same reasons as those in 
Europe. 

The major dislocations have occurred 
in the countries that normally export the 
most rice: Burma, Siam and Indochina. 
Unsettled conditions have made it diffi- 
cult for farmers in those countries to 
tend their crops in peace. Many have 
been forced to flee their farms. 

Conditions still are so unsettled in 
Burma, Siam and Indochina that their 
rice exports this year will be less than 
25 per cent of the prewar average. 


Lack of Incentive 


Producers now have little incentive 
to raise more rice. High prices alone 
ave no stimulus when ricegrowers and 
dealers can find nothing to buy with 
their money. More textiles and other 
consumer goods will have to flow into 
Asia before more rice flows out. 

The continued disorder in most of 
Asia means that world exports of rice 
this year will be far below normal. 
Supplies available for export will be less 
than one third of the amount exported 
annually before the war, and popula- 
tion in the importing countries has made 
big gains since then. 

Both in Europe and in Asia, the 
farmer this last year has had a common 
enemy, the weather. In Asia, conditions 
generally have been unfavorable for rice 
growing. In Europe, drought, followed 
by an unusually severe winter, caused 
heavy damage. 


The weather in Europe during the last 
year was more cruel than most of the 
world yet realizes. The full extent of the 
winter's damage will be felt more and 
more in coming months; this summer in 
the form of poor harvests; next winter 
and spring in the form of near-starvation 
again for millions of people. 

It was the worst European winter in 
decades, the coldest and the longest. 
The freezing cold was especially devas- 
tating to crops in France, the Low 
Countries, Scandinavia, the British Isles 
and the western zones of Germany. 

Winter damage was so severe that 
much of the wheat acreage sown in Eu- 
rope last autumn had to be reseeded to 
other crops this spring. That means a 
big increase in import requirements of 
wheat for most of Europe. 

Severe drought brought famine to 
large areas of Romania, Hungary and 
the U.S.S.R., all regions that normally 
export grain. Romania had to ask the 
International Emergency Food Council 
for 1,000,000 tons of corn. Hungary 
asked for 100,000 tons of grain. 

While the total supply of food avail- 
able to the world is considerably re- 
duced, compared to prewar, demand is 
substantially higher. This is partly due 
to the natural increase in population. 
Another significant reason is that large 
areas are beginning to emerge from 
backwardness and a subsistence stand- 
ard of living. Asia, parts of Africa and 
large sections of Latin America all are 
feeling the change. 

As the backward areas begin to come 


INDOCHINA: FRENCH TROOPS IN ACTION 
Many Annamese have been forced to flee their farms 


forward and their living standards begin 
to rise, their consumption of food goes 
up. Peoples who formerly were satisfied 
with a monotonous diet of low-quality 
food now want more variety and better 
quality. They are trying to import more, 
and they also are eating a bigger part 
of their own production, leaving less 
for export. All this is creating powerful 
new pressures on the limited supply of 
food in the world. 

One reason for the world shortage of 
fats and oils, for instance, is that colonial 
peoples are eating more of their own 
production and exporting less. 

Many countries that traditionally 
have subsisted on a diet of rice, corn or 
millet now are in the market for wheat 
and livestock products. The pattern of 
food consumption is changing in large 
areas of Latin America, Africa and in 
parts of Asia and the Pacific. 


Maldistribution 


The food problem caused by reduced 
supply and increased demand is 
further aggravated by maldistribution. 
Two of the biggest food producers in 
the world, the U.S.S.R. and Argentina, 
are not members of the International 
Emergency Food Council, which tries 
to see that the world’s supply of food 
is divided equitably. 

At present, the U.S.S.R. has no sur- 
plus of food. But Argentina is one of the 
areas of greatest surplus. Her wheat 
crop this year was 50 per cent larger 
than it was last year. There was a record 
harvest of rye and barley and a good 
oats crop. 

Yet exports of food from Argentina 
are far below normal. Some experts 
think that food exports from Argentina 
are running at less than half capacity. 

The Argentine Government gives 
shortages of transportation equipment 
and farm machinery as the reason for 
the slowdown in exports. Probably an- 
other reason is just as important: high 
prices asked for the food. 

But maldistribution of food is only a 
surface aggravation. The basic reasons 
for the food crisis are two: 

There is not enough land under culti- 
vation. 

The land that is under cultivation is 
not producing nearly to capacity be- 
cause of shortages of equipment, motive 
power, seeds and fertilizer. 

Until this situation is changed, there 
will not be enough food in the world 
to go around. 
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AMERICA’S CUSTOMERS SHORT 


Needy nations’ stocks of gold and dollars 


nearing exhaustion. To maintain exports, 


U.S. must buy more or extend more credits 


Heavy, almost frantic, demand for U.S. 
goods abroad now is throwing out of 
kilter the distribution of wealth with 
which all countries deal in world trade. 
Gold is pouring into the U.S. from 
countries that can ill afford to give it up. 
@ Immediate result is that those nations 
of Europe and the East which most need 
U.S. goods and equipment are running 
low on dollars and gold to finance such 
buying. 

Unless the U.S. buys more abroad, or 
U.S. prices go down, more and more 
credit loans and grants will have to go 
out from the U.S.—either through Gov- 
ernment or private-investment channels— 
to finance the purchase of U. S. products. 
U.S. industry is approaching the day 
when it will need overseas markets to 
keep full production going. 

@ A dollar famine among some of the 
best long-range customers of the U. S. is 
a possibility now giving concern to trade 
experts, Canada is cited as an example of 
what is taking place. The Canadians have 
to pay cash for U.S. imports, but sell the 
bulk of their exports to other countries 
on credit or for currencies not exchang- 
able for dollars. Thus, Canada may be 
forced to reduce her spending in U.S. 

Gold stocks in the U.S. dipped sharply 
during the war, as shown in the chart on 
the next page. But since early 1946 they 
have been growing again because the 
world is shopping for U.S. goods. As a 
result, the U.S. now holds 59 per cent 
of the world’s gold, if gold transferred 
to the International Fund is included. A 
billion dollars worth of gold from abroad 
has been sold to the U.S. so far this 
year to help finance purchases. 

What this shift in purchasing power 
means to the other countries of the world 
is shown in the table on this page. Almost 
every nation that deals with the U.S. is 
buying more from America than it is sell- 
ing. The effect is a steady drain on 
limited supplies of dollars and gold. 

The postwar trend in trade already has 
divided the countries of the world into 
two distinct classes, so far as gold and 
dollar holdings are concerned. They are 
the “haves” and “have nots.” But between 
the two extremes is a big block of 
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countries that need U.S. goods so ur- 
gently that they are running out of pur- 
chasing power. It is these countries that 
cause the long-range worry. 

@) The “have” nations, so far as ability 
to buy in the U.S. is concerned, are led 
by Switzerland, which holds a place of 
its own. 

The Swiss have more gold and dollars 
than they want. Switzerland has had to 
restrict the influx of dollars to prevent 
inflation. But Swiss buying in the U. S. 
market is limited only by the country’s 
requirements and the ability of the U. S. 
to deliver. 

Russia has accumulated vast hoards of 
gold and is ready to mine more at a rate 





FINANCIAL STRENGTH 
OF TRADING NATIONS 
Trade Deficit 

Gold Dollar 
Country ist Ou 1947 Holdings Balances 
(in millions of U.S. dollars) 
Switzerland... 26 1,431 766* 
Soviet Union.. 20 2,000** 60 
Argentina ...... 122 1,000** 70 
ee 226 128 
Turkey ............+5 238 53 
Belgium ........ 90 634 152 
Colombia ........+1 126 31 
Australia ........ 5 (unknown) 42 
Portugal ........ 16 60 37 
Venezuela .... 49 215 65 
British India.... 26 274 32 
South Africa.... 78 851 37 
Canada ........... 230 421 980* 
Sweden .......... 79 265 167 
Britain .......... 285 2,005 563* 
Netherlands.... 88 197 657* 
Denmark ........ 21 32 66 
Philippines .... 88 0 426 
New Zealand.. 12 23 7 
a 202 800** 385 
Mexico .......... 94 149 125 
Norway ........ 40 (unknown) 120 
Netherland 
E. Indies...... 20 0 125 
SN eacetddcckiinds 14 54 36 
Pee 16 24 37 
D> icdiisecpeiiinn 1 111 9 
ao 65 2 268 
Greece .......... 53 20** 36 
Czecho- (un- 
slovakia .... 10 61 known) 
* Including U. S. Securities 
** Estimated 
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of perhaps two hundred million dollars 
a year. In addition, she had acquired 
dollar exchange by exporting more than 
she imports in trade with the U.S. The 
Russians, nevertheless, are buying little in 
America. This is in line with Soviet pol- 
icy, which appears to be counting on a 
U. S. depression to lower prices and make 
credit terms easier. 

Argentina, like Russia, keeps her gold 
holdings secret, but she probably has a 
billion dollars worth. A rising deficit in 
trade with the U. S., despite import regu- 
lations, is eating into her dollar balances 
and gold. But she has a long way to go 
before the situation begins to pinch. 

Cuba has become rich in gold through 
her war trade and favorable sugar prices. 
Increased buying from the U.S. can be 
covered from these reserves for a long 
time. 

Turkey, through careful trading dur- 
ing the war, has acquired large gold 
funds and is using them cautiously. The 
country is in the black in her trade with 
the U.S. Assistance from America is 
to modernize the Army, not to stabilize 
the country. 

Belgium recovered most of her prewar 
gold but is using it at a heavy rate for 
purchases of goods in the U.S. and 
elsewhere. But gold is coming in from the 
Congo. 

Australia is in good financial shape 
now, although the situation could change 
if wool exports to the U.S. are reduced. 
If that happens, her dollar balances soon 
will be exhausted. 

The Union of South Africa, the world’s 
largest producer of gold; has about four 
times the amount she held before the war. 
Gold now is being mined at the rate of 
about four hundred million dollars a 
year, but three hundred twenty million 
of this must be sold to Britain against 
sterling, The remainder does not cover 
the trade deficit with the U.S. at the 
present rate. 

Other countries with ample means to 
buy in the U. S. are Portugal, which came 
through the war unscathed; Venezuela, 
which quadrupled gold holdings during 
the war years; and India, which is hold- 
ing on to prewar gold stocks. 

@) The “have not” nations are the victims 
of the war—Germany, Japan, Italy and 
the countries of Eastern Europe. Though 
Italy has built up dollar balances from 
various U.S. payments, her funds are far 
below what she needs for bare necessities. 
Eastern Europe, with the exception of 
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End of 1941 
$22,700,000,000 





Nov. 1945 
$20,000,000 ,000 
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Romania, has virtually no gold or dollar 
balances, and few goods to sell to the 
U.S. Without large credits they cannot 
buy in the U. S. market. 

Japan’s gold stocks are impounded. 
China may have two billion dollars worth 
of gold in private hoardings, but the 
Government is out of funds. Germany's 
gold stocks and balances abroad are allo- 
cated for reparations. 

@ Countries running short of U.S. pur- 
chasing power are the real problem for 
the immediate future. Among them are 
some of the biggest customers in the U. S. 
market in normal times. The rate at 
which these big buyers are running out of 
dollars and gold is so rapid that many of 
them, in a strong position only a year 
ago, now are in trouble. 

Canada leads the list. Her deficit in 
trade with the U.S. is growing and she 
is using rapidly her reserves, which 
totaled $1,401,000,000 at the start of the 
year. Restriction on Canadians’ travel in 
the U.S. is a likely countermeasure to 
conserve dollars. 

Great Britain, at the start of 1947, still 
held a two billion dollar gold reserve, but 
is exhausting U.S. and Canadian dollar 
loans much faster than scheduled. They 
will run out some time next year. Before 
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Shifts In World Gold Reserves 
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then Britain will have to decide whether 
to start selling off her gold. 

Sweden has been using up her gold 
and dollar reserves so rapidly that import 
restrictions have been resorted to. 

The Philippines can be expected to 
carry through the rest of this year by 
using dollar balances built up during the 
war. War-damage payments by the U. S. 
will replenish the supply. 

The Netherlands’ gold stocks are go- 
ing down but the Dutch are holding on 
to most of their U.S. securities. A few 
such securities are being sold to get an 
immediate supply of dollars but the bulk 
will be preserved because of their rela- 
tively high vield. To offset their dollar 
losses, the Dutch are trying to shift pur- 
chasing from the U.S. to Canada, where 
they can pay in sterling. 

Denmark’s dollar balance will not cov- 
er the deficit in trade with the U.S. at 
the present rate of spending. 

France, with large purchases of U.S. 
equipment on top of emergency imports 
of wheat and coal, is spending from loans 
and dollar balances while holding on to 
her gold as a reserve. 

Other countries now running short of 
dollars at a fast pace are the Netherlands 
East Indies, Chile, Peru and Spain. The 
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dwindling resources of Mexico and Nor- 
way have been propped up recently by 
loans in the U. S. 

@ The steady drain on gold and dollar 
assets among U.S. customers is shown 
by the manner in which U. S. exports and 
services were paid for during the first 
quarter of this vear. Exports and services 
came close to five billion dollars, and 
nearly a quarter of them were paid for in 
dollars and gold. Gold alone was sold to 
the United States at the value of $606.- 
000,000. 

World production of gold, outside the 
U.S., now runs at about $170,000,000 a 
quarter. Financing of U.S. purchases at 
the present rate would take all of that, 
besides shifting $1,744,000,000 of gold 
from other countries’ stocks to the U. S. 
this year. The way they are being drawn 
down now, assets owned by other nations 
in the U.S. will be cut by 28 per cent 
during this year. 

However, because of the uneven distri- 
bution of purchasing power, some coun- 
tries may run out of dollars completely 
before the end of the year. Loans and 
grants, now paying for close to two fifths 
of all U.S. exports, in that case, would 
have to be stepped up considerably to 
fill the gap. 
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INTERNATIONAL FUND TO KEEP 


ITS TRANSACTIONS SECRET 


Policy is designed to hold currencies on an 


even keel by preventing speculations that 


might cause big breaks in exchange rates 


Governments with shaky currencies 
now are assured of secrecy when they 
borrow from the $7,500,000,000 Inter- 
national Monetary Fund. 

The Fund, finally in business, now has 

two loans on its books. They are a $25,- 
000,000 advance to France and one of 
$12,000,000 to the Netherlands. Half of 
the latter amount is in U.S. dollars and 
half in British pounds. Both these loans 
got prompt and full publicity. But, from 
now on, the day-to-day transactions of 
the Fund will be kept under cover, to be 
disclosed only in quarterly reports, 
@ Basic reason for secrecy in operations 
aimed at keeping the world’s currencies 
on an even keel is the desire to avoid 
speculation that might cause wide fluc- 
tuations in exchange rates. 

Unlike the stock exchanges, where 
large volumes of transactions tend to 
balance good and bad news, dealings in 
currency are limited. Disclosure of a 
stabilization loan on the day it is made 
would cause some speculators to sell 
their holdings on the assumption that the 
currency being helped was weak. The 
result could cause sharp breaks in prices, 
such as the Monetary Fund is set up to 
prevent. 

With operations held confidential, 
Fund members will be encouraged to 
apply for loans when they think their 
currencies need temporary help. 

Rejected applications will not be made 
public, and speculators therefore will be 
given no hint of official concern by a 
government over the value of its money 
in the world’s markets. 

Approved applications will be dis- 
closed in the quarterly reports, but it 
may well be several months before a 
particular transaction is listed. Thus the 
condition that gave rise to the loan could 
be corrected Jong before the need for 
help became public. 

The Fund’s procedure as to secrecy 
follows the precedent set during the 
’30s by the U. S. and British governments 
in handling their own stabilization funds. 
Those countries were very active in buy- 
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FUND PRESIDENT CAMILLE GUTT 
His daily work is done in secret 


ing and selling dollars and pounds to 
keep their value steady, but private deal- 
ers were never quite sure where the or- 
ders were coming from. 

q@ Pattern of Fund operations is to fol- 
low the technique employed in the 
transactions with France and Holland, 
except that there will be no immediate 
publicity. 

In the case of France, the Fund trans- 
ferred $25,000,000 to the French Gov- 
ernment’s account with the Federal Re- 
serve Bank of New York. France thus is 
able to check against that balance imme- 
diately to pay for goods already ordered 
in the U.S. Price increases during pro- 
duction of the goods have added to the 
dollars France needs to get delivery of 
many of those orders. 

In return for the credit in New York, 
the French Government has deposited in 
he Bank of France the equivalent amount 
in its currency to the credit of the Fund. 
Under the initial rates agreed upon by 
Fund members, this amounts to 2,975,- 


000,000 frances. In addition, France paid 
in gold a service charge of $187,500, 
which represents the Fund's fee of three 
quarters of 1 per cent on the transaction. 
@ Repayment in dollars will depend on 
the speed with which French exports 
revive. Frances economy now is regu- 
lated under a four-year plan of recovery 
set up by economist Jean Monnet. 

That program was set back consider- 
ably as a result of the freezing last win- 
ter of one third of the nation’s acreage 
of winter wheat. The crop reduction 
meant an unanticipated expenditure of 
$90,000,000 for wheat this year. 

So France will have to add to hei 
exports or cut down on less essential im- 


ports to redeem the dollars she has bor- 


rowed trom the Fund. Camille Gutt, the 
Fund's managing director, sets five years 
as the time France may need to get over 
the present crisis. 

@ Use of the Fund’s money—and for the 
time being that means its dollars—may 
turn out to be one index of world re- 
covery. 

Original plan for recovery of the 
United Nations after the war envisaged 
a period of expanded trade in which all 
countries would participate. Withdrawal 
of Russia from much of this program is 
requiring readjustments that place most 
of the immediate burden on the U. S. 

The result is that the total volume of 
trade is less than was contemplated. Di- 
rect loans from the U.S. are drying up 
fast. New programs of financing recov- 
ery are needed if the goals of the Fund 
and the World Bank are to be achieved. 
@) Real measure of the Fund, under 
present conditions of world trade, is to 
be the constancy of the rate at which one 
countrys money is exchanged for that 
of another. 

Without the Fund, countries that have 
to buy much more than they can sell 
would be likely to lower the values of 
their currencies in relation to others. The 
result would be reductions in the total 
volume of world trade. The Fund allows 
for depreciation when considered neces- 
sary, but its resources are available as a 
cushion intended to keep such adjust- 
ments from getting out of hand. 

Unlike the World Bank, which must 
operate under a spotlight in order to sell 
its bonds for dollars that can be re-lent 
to Bank members, the Monetary Fund 
is to work in the background, revealing 
its transactions only every three months. 

More important to traders all over the 
world than individual transfers of cur- 
rencies is the stability that can be main 
tained in exchange rates. On that stabil- 
ity the world is to judge the success or 
failure of the Fund. 
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Exports are more important to U.S. business today than ever before€.cece 





About one sixth of what the U.S. makes or grows is being exported. 

Before the war, the export share was less than one tenth. 

Bigger share now means that U.S. industry and agriculture are far more 
vulnerable to a decline in exports such as might be caused by dollar shortage. 

Even if exports were halved, U.S. business would get a severe jolt. 

That's the practical side to all the hurly=-burly in Washington about over- 
all programs for lending more money abroad. Other countries will be drained dry 
of dollars in a couple of years by the present pace of U.S. exports. 

U.S. imports show a discouraging stability, don't move up the way exports 
do, despite exhortations of official Washington to buy abroad. Widening gap 
between exports and imports calls for lerge-scale action, more co-ordination of 
U.S. loan and relief activities. 

The postwar procession of unrelated loans is to be stopped. 

Instead, synchronized loans and grants over a wider area, tied to a central 
purpose, are being discussed in Washington. 

Economic, political and military policies of the U.S., as they affect the 
world, are to be tied together as never before. At least, that's the plan. U.S. 
business has a big stake in the success or failure of such a plan. 


























Europe is limping along, still looking for a strong crutch....e.e 

Reading from north to south in Europe, two years after V-E Day: 

Finland is bled by reparations to Russia. Wages and prices Spiral upward. 
Strikes are feared more than inflation. Strikes would cut production, prolong 
the period of reparations. More U.S. credits are needed to finance imports. 

Sweden, getting low on dollars, is feeling a food pinch, needs U.S. wheat. 
Fuel, too, is short, so much so that electricity is to be rationed in the autumn. 

Norway and Denmark both are talking about forcibly reducing imports. 

Holland is up against a major dislocation of her external trade, formerly 
oriented toward Germany and the East Indies. She is going to need considerable 
financial help from outside to tide her over the next couple of years. 

Belgium, like her neighbors, is scrambling for U.S. wheat and coal. But, 
unlike her neighbors, she is pretty well fixed for hard cash. 

Britain is bouncing back fast from the winter crisis. But dollar worries 
are mounting and her big creditors are: dunning Britain. 

France has a breather, thanks to financial aid from the World Bank and the 
Monetary Fund. Politically, the French situation, both at home and in the Em- 
pire, is feverish. Economically, France shows bright spots. Prices are declin- 
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ing. So is the trade deficit. Production of coal, gasoline, cement, trucks, tires, 
glass is above prewar levels. But food crises are recurrent. U.S. wheat is needed. 
Western Germany remains a terrific drain on Britain and the U.S. Industrial 
production is 33 per cent of prewar, exports 3 per cent. Food is an immediate 
problem. U.S. and British prestige is hurt by lack of a clear policy. 
Italy bumps along, hitting bottom when not buoyed by U.S. largesse. 








Central Europe, supposedly Russianized, really is a no-man's-land..e.. 

Czechoslovakia flirts with both East and West. She wants Germany's former 
markets in the Balkans and Russia agrees to that. But she doesn't want to alien- 
ate the U.S. and Britain. This tight-rope walking is a strain. 

Poland, Hungary, Yugoslavia and Romania all face pre-harvest shortages. 
Hungary and Poland are to get U.S. aid, if they agree to U.S. terms. 

Greece is expectant, anxious for U.S. help to start. 














Europe is finding that fighting the war of recovery is almost as bad as 
fighting the war of blood and bombs. Food is short, coal and raw materials are 
Scarce, industrial capacity is inadequate, locomotives and freight cars too few 
for the job. These are the facts after two years of repairing and patching. 

The job still to be done in Europe beggars the imagination. 

Russia can't supply the materials, machinery, know-how and gold needed. 

The U.S. can, if she will. This ability is the strongest of America's many 
bargaining points. But even the U.S. is going to find no simple, easy way -to 
win in Europe. Her strategy has to be broad-gauge. 











Canadians are hoarding U.S. dollars...., 

To cut this down, the Canadian Government is tightening restrictions on 
individual holdings of U.S. dollars, hopes to lure them out of hiding. 

Also, stricter curbs are to be put on traveling expenses of Canadians com- 
ing to the U.S. This may cut tourist trade to the U.S. somewhat. 

Hoarding reflects uncertainties about the Canadian dollar. 

Underlying difficulty is the drain on Canada's resources caused by her 
trade with the U.S. In the first quarter of 1947, Canada bought $209,000,000 
more in goods than she sold to the U.S. At this rate, she will be $840,000,000 
in the red on trade alone for the full year. U.S. tourist expenditures, U.S. 
investments in Canada and Canadian gold production will cut this deficit down. 

Even so, Canada's bills to the U.S. may cost her $500,000,000, net, this 
year. That will take a big slice of her gold and dollar holdings, totaling 
$1,245,000,000 at the end of 1946. 

The situation will ease just as soon as Canada can make some hard cash on 
her trade with other countries. Much of this trade now is on credit, furnished 
by Canada, or else yields inconvertible currencies. Things will be somewhat 
better after July 15, when sterling becomes fully convertible. Meanwhile, the 
Canadians are going to play their U.S. dollars close to their chests. 























Inside Canada, things are much as they are in the U.S..... 

Consumer resistance is showing up at the retail level. 

Inventories are piling up at an increasing rate. 

But neither inventories nor prices are as high as in the U.S. Any corree- 
tion of these trends, thus, ought to be less painful in Canada. 
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KATAYAMA: Christian, Socialist 


SOCIALIST foe of communism, Pre- 
A mier Tetsu Katayama, now has the 
task of guiding Japan's Government 
through what may be the most critical 
months since the country’s surrender. 
The new Premier, first to be chosen by 
the Japanese people, wants to socialize 
the country’s economy, but may be 
forced to sacrifice most of his program 
to hold his Government together. 

Katayama’s major responsibility is to 
see that Japan’s new democratic Consti- 
tution functions in the manner intended 
by Allied occupation officials. In addi- 
tion, he will have the task of overhauling 
Japan’s wobbly economy and may sign 
Japari’s peace treaty with the Allies. 

Radical changes in Japan’s Govern- 
ment are not expected even though 
Katayama is the first Socialist to hold the 
Premiership. His own Social Democrats 
lack a majority in the legislature and to 
eomplicate matters the Party is divided 
within itself. 

The most radical parts of the Party's 
platform had to be dropped to get suf- 
ficient support from conservative parties 
to put Katayama into office. To remain 
as Premier, Katayama must make other 
concessions to the conservative factions 
and must allocate some of his Cabinet 
portfolios to them. 

Katayama feels that during the pres- 

ent crucial period Japan needs a coalition 
government composed of representatives 
of leading political parties. Hence he is 
prepared to accept some compromises. 
Nevertheless, he has refused thus far to 
back down on his Party's insistence on 
tighter economic controls and_ limited 
socialization of industry. 
@ Economic reforms are promised as 
the first order of business by Katayama’s 
new Government. In this undertaking, 
he can count on support from U. S. occu- 
pation authorities, who attribute Japan's 
present economic ailments to the half- 
hearted enforcement policy of the out- 
going Yoshida Government. 

Rigid controls over raw materials and 

finished products are advocated by Ka- 
tayama. He also hopes to check inflation, 
crush black markets and improve the 
rationing system, which has_ broken 
down badly in recent months. 
@ Gradual socialization of key industries 
long has been urged by Katayama. He 
now intends to start slowly, with the 
Government taking over operational con- 
trol of the coal mines, fertilizer factories 
and possibly banks. 


Second step is to buy out the private 
owners of these industries. 

Ultimate goal is to nationalize all key 
industries. 

Much of this program may be sac- 
rificed, however, as the price of getting 
conservative support for his Government. 
@ Organized labor generally is behind 
Katayama even though he lined up a 
few months ago with the Party's right- 
wing faction in opposing general strikes. 
Before the war he was a labor attorney 
and long has championed the rights of 
workers. 

Katayama now contends that Com- 
munists tried to dominate the labor move- 
ment, and he promises an all-out fight 
against them. To win over radical groups 
in the Social Democrats from their com- 
munistic leanings, he is giving them im- 
portant committee assignments, even at 
the risk of endangering the stability of a 
coalition government. 

Early in life, Katayama became a de- 
fender of the underprivileged. While a 
student at Tokyo University he estab- 
lished a legal aid society to provide ad- 
vice to the indigent. 

This venture brought him into close 
contact with workers and farmers, and 
in 1926, when the Social Mass Party was 
formed, Katayama became §secretary- 
general. Even then, he was convinced 
that healthy socialism was best for Ja- 
pan’s laborers, farmers and women. 

In the Social Mass Party, Katayama 
became friendly with Suehiro Nishio, 


who also was a member of the executive 
committee. During the next 20 years the 
two worked closely together. Today Ni- 
shio is leader of the right-wing faction of 
the Social Democrats and exerts consider- 
able influence over Katayama. Some Jap- 
anese refer to Katayama as Nishio’s pup- 
pet. Nishio accompanied the Premier 
when Katayama called on General of 
the Army Douglas MacArthur after tak- 
ing office. 

Katayama served several terms in the 
prewar Diet. He did not denounce the 
invasion of Manchuria as strongly as 
some members of his Party, who later 
were jailed by the militarists. Neverthe- 
less, Katayama occasionally agitated for 
a smaller military budget. In 1940, he 
joined several other Diet members in 
marching out of the legislative hall in 
protest against the war in China. 

When Katayama’s Party was dis- 
solved in 1941 he went into political 
eclipse and emerged only after Mac- 
Arthur guaranteed the Socialists their 
political freedom. 

Katayama helped to organize the 
Social Democratic Party, and last year 
he was a compromise choice for chair- 
man, A middle-of-the-road Socialist who 
leans to the right, Katayama often sub- 
ordinates his own views in the interests 
of Party unity. Fellow Socialists say his 
greatest strength is his ability to sit si- 
lently through heated arguments and then 
bring both sides together with a few 
quiet words. 

@ A life-long Presbyterian, Katayama is 
the first Christian to head a Japanese 
government. He is deeply religious and 
doesn't drink or smoke. He lives quietly 
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Little credit, much blame in prospect for soft-spoken defender of underprivileged 


JUNE 10, 1947 © 29 








with his wife and family at his son’s 
home in Tokyo. 

Katayama’s appearance is deceiving, 
says Joseph Fromm, staff correspondent 
for World Report, following an interview 
with the new Premier. 

“His black hair and black mustache 
belie his 60 years,” says Fromm. “He 
looks like a college professor who would 
be more at home in the quiet of the 
academic world than in the rough-and- 
tumble of Japanese politics. 

“He is soft-spoken and different in 
private conversation but is an eloquent 
orator once he takes the rostrum. 

“Few observers in Tokyo feel that 
Katavama possesses the dynamic person- 
ality and political know-how required 
of a strong Premier. He has the appear- 
ance of being a weak leader, but para- 
doxically only a weak leader can keep 
the Social Democrats together for the 
time being. Both factions have politicians 
who excel Katayama in color and drive. 


But none of them could lead the Party 
without precipitating an open break.” 
The new Premier has little experi- 
ence in international affairs, and although 
long a public figure he never made much 
of an impression on prewar Japan. Never- 
theless. he knows most of the tricks of 
Japanese politics, is a good bargainer, 
and can keep his Party together. He has 
the support of organized labor, 
@ The prospects for Katayama’s Pre- 
miership are uncertain. Chances are that 
he will receive little credit for any ac- 
complishments, and will get most of the 
blame for Japan’s failures. There is little 
chance that he will realize his dream of 
a democratic revolution for Japan through 
peaceful means. Representatives of the 
industrialists and landlords still control 
the legislature and are in a position to 
force Katayama to modify his proposed 
reforms by holding over his head the con- 
stant threat of a vote of nonconfidence in 
the Government, 


ALLEN: Relief Is Old Story to New Director 


here relief worker now has been 
chosen for the difficult task of direct- 
ing U.S. relief abroad, and seeing to it 
that America gets the credit for the aid 
she distributes. He is Richard K. Allen, 
State Department consultant on_ relief 
and a former official of the American Red 
Cross. 

A $350,000,000 program which Allen 
is to supervise will be limited to six coun- 
tries: Italy, Austria, Greece, Hungary, 
Poland, China and the free territory of 
Trieste. In each country, he must see to 
it that U.S. officials—not local govern- 
ments—control the distribution of relief. 
Also, he must see that the people are in- 
formed that the free help is coming from 
America, 

Allen will leave soon for Europe and 
his first stop will be Italy which ranks 
high on the U.S. priority list for relief. 
From there, he will visit the other coun- 
tries Congress earmarked for assistance. 

Allen will have no general headquar- 
ters because he does not want to become 
tied down with paper work and _ other 
details. He wants to have time to study 
the needs of the six countries and to see 
for himself that relief goods are being 
distributed properly. 

Most of the relief money is to be spent 
for food. The remainder will go for medi- 
cine, clothing, fertilizer, seed and fuel 
for non-industrial purposes. 

@ The new program, which replaces in 
part the work of the United Nations Re- 
lief and Rehabilitation Administration, 
is to be administered without discrimina- 
tion as to race or political belief of the 
people in the countries chosen. Neverthe- 
less, Allen must exercise caution since 
some members of Congress fought to 
deny aid to two of the countries whose 
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He did it before with corn bread 


governments are dominated by the Soviet 
Union—Poland and Hungary. 

Full co-operation with American off- 
cials is to be required of any country that 
gets U.S. assistance. Each government 
must agree to permit U.S. missions in 
their country to supervise the distribution 
of relief goods. 

The people who receive U. S. aid must 
be advised through labeling or other 
means that the help is coming from 
Washington. In addition, recipient na- 
tions must permit their press and radio 
to report freely on the U.S. distribution 
program. 

The U. S.—either through the President 
or Congress—can stop relief shipments at 
any time she becomes dissatisfied with 
the co-operation of a recipient nation. 

Allen plans to return to the U. S. every 


three months for conferences with off- 
cials in Washington, where U.S. relief 
policy is fixed. During such trips home he 
will study the aid requirements which 
each country is required to submit every 
three months. 

@ The past experience of the new re- 
lief administrator fits in with his new as- 
signment. Twenty-seven years ago, Allen 
was relief commissioner for the American 
Red Cross in Poland. He was decorated 
by the Polish Government for setting up 
more than 100 child health stations as 
well as feeding and clothing refugees. 

Soon after the outbreak of World War 
II, Allen went to Europe as the delegate 
of the American Red Cross. At one time 
about the only relief food which he had 
on hand was American corn and the 
French didn’t know how to prepare it. 
But Allen solved the problem. He as- 
signed a Georgia girl from his staff to 
travel about the country _ instructing 
French housewives in methods of prepar- 
ing corn bread. 

The new project which Allen is under- 
taking now is small compared to the one 
he handled during World War II, when 
he was responsible for all overseas opera- 
tions of the American Red Cross. He car- 
ried on extensive civilian relief, directed 
assistance for U.S. prisoners of war and 
also had charge of the agency's welfare 
and recreation programs for U.S. armed 
forces abroad. 

@ A native of Missouri, Allen graduated 

from the University of Missouri betore 
enlisting in the infantry in World War I. 
When discharged in France as a first 
lieutenant, he joined the Red Cross and 
served with the organization in Europe 
until 1922. 

He returned home by way of a leisure 
trip around the world and then joined the 
Rogers Peet Company of New York. He 
advanced to general manager and a mem- 
ber of the board of directors before re- 
signing in 1931. Allen then spent another 
year in traveling abroad and _ studying 
economic and social conditions. 

In 1932, Allen returned to the Red 
Cross as director of the program of: con- 
verting 844,000 bales of surplus U.S. 
cotton into clothing for the needy in the 
drought areas of the Southwest. Because 
of his handling of this project, Allen was 
named director of all Red Cross activities 
for the eastern part of the U.S. In this 
capacity, he was in charge during several 
disasters, including the 1937 floods on the 
Ohio and Mississippi rivers. 

Allen has a reputation for fast action 
to meet any emergency he encounters in 
relief work. As the new U.S. relief ad- 
ministrator, his ability is to be taxed to 
the utmost. Thousands of people in the 
countries he is to assist are on the verge 
of starvation and his relief funds are far 
from sufficient to take care of everyone. 
In addition, he faces a delicate task in 
satisfying the many congressmen who 
reluctantly approved the relief program. 
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Lady barbers of Moscow afford novelty 
of cutting customers’ hair in silence 


MOSCOW 
” YOU LIKE A SHAVE, haircut or massage 
without the barber talking your head 
off the place to go is a Moscow parikmak- 
herskaaya. There are more than 150 of 
them in Russia’s capital city and com- 
bined they provide less barbershop chat- 
ter than the smallest one-chair barber- 
shop in the United States. 

An American visitor asked his barber 
the other day why the place was so quiet. 
Except for the busy clicking of scissors 
there was hardly a sound to be heard. 
The answer was simple though direct. 
The barber immediately erupted into an 
interminable monologue punctuated by 
scissors waving. Not a hair on the cus- 
tomer’s head was cut. Russian barbers 
are just as vocal as American barbers but 
they don’t like to talk and shave, cut 
hair or massage faces at the same time. 

This is a particularly strange situation 
because most of the barbers in the Rus- 
sian capital are women. 

An American stenographer, who was 
with the U.S. delegation for the recent 
Foreign Ministers Conference, thought 
parikmakherskaaya (and try to say it 
without stuttering) was the name of the 
Russian who founded the chain of barber- 
shops, because it is spelled out in big 
script in front of these shops. Actually, 
there’s no one by that name. Parikmak- 
herskaaya is a Russianized word of Ger- 
man derivation meaning “periwig maker” 
and comes from pre-Revolutionary days 
when only wealthy Russians could afford 
to have a barber set their periwigs. 

Ordinary people, then largely illiterate, 
probably couldn’t have pronounced the 
name even if they had had the price of a 
waterwave on their periwig. 

Moscow barbershops are run by the 
Barbershop Trust, which is a department 
of the city government, except for a few 
co-operative shops in which each barber 
owns one share of stock and has one vote 
in control of the enterprise. 

The city loans capital for the equip- 
ment and the co-operative shop pays in- 
terest on the investment and rent for the 
premises. The workers share the profits 
in proportion to the quantity and quality 
of their work. Top-classification barbers 
can earn 1,000 rubles a month. 

Most Moscow barbershops are three- 
in-one emporiums with separate rooms 


for men and women,'and a third room 
for manicuring for both sexes. A general 
waiting room, presided over by the 
cashier, features a sign cautioning cus- 
tomers: “Don't Lose Your Place!” 

Russian barbers believe in doing one 
thing at a time. It’s considered quite ne 
culturny, which means uncultured or im- 
polite, to request a manicure while your 
hair is being cut. The custom is to get 
your hair cut first, then wait your turn 
for the manicurist’s services. There’s no 
possibility of getting your shoes shined 
while being shaved. That would be con- 
sidered dangerous for the customer even 
if there were shoeshine boys in the bar- 
bershops, which there are not. And there’s 
no one around to give you a whiskbroom 
brush-off as you leave. 

You can have your favorite barber, just 
as in the U.S., if you wish to wait until 
she (or he) is free. But if you are a new 
customer, there’s no way of knowing 
who's the best haircutter in the shop. Un- 
like American boss barbers, the manager 
of the shop doesn’t work on customers. 

The chairs, running around three sides 
of the room, are wooden armchairs with- 
out the reclining feature of a comfortable 
American barber's chair. And when the 
barber’s work is done, you can count on 
her giving you a liberal splash of eau de 
cologne, which stays with you for several 
hours afterward. 

My favorite Moscow barber is a 27- 
year-old blonde who works in a down- 
town barbershop. She’s a master barber 


Life Around the World 


of the top classification and has two 
things to recommend her—she always 
asks how you want to have your hair cut 
and then cuts it that way (a rarity among 
Russian barbers), and she uses a small 
brush to whisk the hair off the back of 
your neck. Most barbers just blow it off 
as if they were cooling a plate of hot 
soup and the effect is frequently like a 
miniature rainstorm. 

This lady barber has been cutting hair 
for 13 years in the same Moscow shop 
and has built up a string of regular 
customers. They come in frequently be- 
cause most customers at downtown bar- 
bershops get their hair cut with scissors 
every two or three weeks. 

Out in the suburbs, where the clientele 
consists of factory workers instead of 
office and Government employes, barbers 
rarely see their customers more than 
once every two or three months. Most 
of those barbershop patrons get the kind 
of haircuts that last a long time, either 
having it cut to a quarter-inch bristle with 
clippers, or, particularly in the summer, 
get their head shaved to a bald pate. 

Before the war, barbers could change 
jobs after working two years if they pre- 
ferred to clip and shave in another shop 
or in another district. Many did because 
they could make considerably more 
money in downtown Moscow than they 
could out in the suburbs, or they changed 
in order to be closer to their homes. 

Since 1940, however, the barbers— 
like all Soviet workers—have been “frozen” 
in their jobs and cannot leave without 
permission from the barber department 
of the Moscow city government. And 
since there's as much red tape in Russia 
as any other country, that means none are 
changing jobs just now. R. K. 
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Young policeman in Tokyo disillusioned 


by Japan’s shortcomings in democracy 


TOKYO 

HE YOUNG POLICEMAN with the boyish 

face and serious eyes peered across 

the moat surrounding the Imperial Palace 

grounds. He took quick puffs at his 
cigarette as he groped for words. 

“A year ago,” 
joined the police force because I saw 
social disorder and demoralization every- 
where around me. I thought if I could 
help only a few people find their way I 
would be doing something important. But 
it is very difficult to help others when you 
earn only 380 yen a month. That is 
hardly enough to buy food these days.” 

Kenji Kimura is no ordinary policeman. 
In Japan, where police traditionally were 
martinets and masters of the third degree, 
he is an extraordinary specimen. Kimura 
is 22 years old, a diligent scholar and an 
idealist in a country where idealism in 
the past usually led to an uncomfortable 
jail cell. His experiences of the past few 
vears were hardly calculated to encourage 
idealism. 

Kimura aspired to become an industrial 
engineer and enrolled in an industrial 
management school. In less than a year, 
he was drafted into the Army. 

Kimura, as a soldier, never went to the 
fighting fronts but he was caught at 
Hiroshima when the atom bomb fell. For 
two weeks afterwards, he was tortured 
by an excruciating and mysterious fever. 

News of the surrender came as a shock. 
“At first I was disappointed,” he recalls, 
“but after I thought it over awhile, I was 
glad because I knew that I soon would 
be going home to my family.” 

Kimura, the veteran, returned to Tokyo 
to rejoin his family and found a pile of 
ashes where his home once had stood. 
Frightened and bewildered, he took a 
train into the country to the home of his 
paternal grandparents. There, to his great 
relief, he found his parents. “Then I just 
wanted to rest and forget.” 

But for young Kenji Kimura there was 
neither rest nor forgetting in the village. 
The people resented him. Many of their 
sons had never returned from the war 
and many of them that had returned 
were maimed. The people were bitter 
because Kenji had come home uninjured. 
The indelible shock of Hiroshima didn't 
count. 

Finally he fled from the goading and 
returned to Tokyo. But things were little 
better. People who a year before had 
bowed respectfully as Kimura, the sol- 
dier, paraded past, now turned their backs 
on Kimura, the veteran of a lost war. 

Although his experiences made Kimura 
bitter and disillusioned, he refused to fall 
victim to defeatism. The thoughtful 
young veteran was appalled by the social 
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he said wistfully, “I 


disorder and moral deterioration that had 
come in the wake of defeat. 

“I know it sounds ambitious,” he said, 
“but I felt that I had to do something to 
help my people through this darkness.” 

Kimura decided to join the police, a 
career which in the past had not been 
highly regarded by the Japanese. The 
young rookie was well aware of the un- 
savory reputation of the Japanese police, 
but he hoped that in the “new Japan” 
this might be changed. He felt it might 
give him an opportunity to do some good, 
and at least it assured him three meals a 
day. 

For four months, he trained for his new 
career. From 6 o'clock in the morning 





until 10 o'clock at night he studied crim- 
inal law and the Constitution, and prac- 
ticed judo, the use of the saber (since 
discarded) and the handling of rope 
which is a part of the Japanese _police- 
man’s standard equipment. The rope, by 
adroit handling, is used to subdue reluc- 
tant criminals. 

Kimura had hoped that in the “new 
Japan” the character of the police would 
change; that they would be “democ- 
ratized.” “But,” he complains bitterly, 
“the Japanese police can’t be democra- 
tized until we get rid of the old officers 
who are addicted to the old way of 
thinking and their third-degree methods. 
They have no conception of the meaning 
of democracy. How can you expect the 


new policemen to learn anything about 
democracy from men like that? 

“Most of the new policemen,” he 
insists, “are conscientious. But they hear 
their instructors and the veterans jn 
the police stations talk about the third 
degree and about easy money to be 
made from graft and corruption. Even 
a policeman who wants to be hones: 
can't afford to refuse graft from black 
market operators.” 

A policeman with a family of five, he 
pointed out, receives wages totaling 920 
yen a month. In these days of inflated 
prices and shortages, he can’t get by 
with less than 1,500 yen a month. And 
so in desperation some turn to graft. With 
his 380 ven a month, Kimura can barely 
buy enough food. He would like to get 
married. “But I can't afford it,” he 
complains. 

Japanese police traditionally have had 
a bad labor record. Even in these rela- 
tively enlightened times, I have seen 
police break up picket lines with skull- 
cracking gusto. That’s another thing that 
weighs heavily on Kenji Kimura’s con- 
science. “When I am ordered to arrest 
strikers,” he confesses, “I am at a loss. 
I feel that if they win their demands per- 
haps we police might get a better deal. | 
only regret that we are not permitted 
to organize our own union.” 

Although the spectacle of postwar 
Japan leaves Kimura depressed and un- 
happy, he is not without hope for the 
future. He has great faith in the new 
Constitution. “If our new Constitution is 
carried out,” he says, “Japan can become 
one of the best countries.” 

He concedes that Japan has a long way 
to go and that the obstacles sometimes 
seem insurmountable. “Many of the bad 
influences have been eliminated,” he 
says, “but we still do not understand the 
spirit of democracy.” 

For a policeman, Kenji Kimura has 
some unorthodox ideas. He believes that 
“Japan should not be democratized from 
the Emperor down. Democracy must 
come up from below. The Emperor 
should be like the King of England— 
just a symbol.” 

At this stage in Japan’s spiritual re- 
conversion, young Kimura is convinced 
that it is more important to teach the 
spirit of democracy to the police than to 
anvone else. 

“The men who are in charge of the 
police,” he explained with powerful sim- 
plicity, “may think that they know the 
meaning of democracy. Yet, one time 
there had been no rice ration in Tokyo 
for 15 days and my superiors ordered me 
to arrest people who brought black 
market rice from the country. If they 
obey the law, the people starve. And if 
they violate the law we must arrest 
them.” 

The bewildered young Japanese police- 
man shook his head in dismay. “Is that 
democracy?” he asked. J. F. 











Texts 


LABOR PARTY’S VIEWS ON BRITISH POLICY 


Government answers critics of its international activities 


(Text of British Labor Party’s pamphlet explaining Brit- 
ain’s policies in international relations. The Labor Party 
Conference at Margate, May 29, 1947, gave a vote of con- 
fidence to Foreign Minister Ernest Bevin on this program.) ~ 


T IS NOW NEARLY two years since the British people put the 
Labor Party in charge of its foreign policy. Ernest Bevin, 
at the Bournemouth conference in 1946, emphasized the diffi- 
culty of judging a foreign minister’s achievements fairly over 
a short period: “. . . Any step you take now does not only 
determine what is going to happen to the people in this hall, 
but what is going to happen to the generations unborn; the 
effects of your work either for peace or war will reveal them- 
selves in 20, 30, 40, probably 50 years’ time . . .” Neverthe- 
less, the last 22 months have already provided ample evidence 
of the success of Labor's foreign policy, and of the approval it 
has won both at home and abroad. 

It is clear, however, that a minority of Labor’s own sup- 
porters are sincerely disturbed about the Government's ac- 
tivities abroad . . . Some loyal members of the Party are 
genuinely concerned about the general line of Labor's foreign 
policy—because it is held to take sides with a capitalist 
America against a Socialist Russia, or to entail a diversion 
of men and money from home production which this country 
cannot afford... 

Much of the anxiety is due in the last analysis to misun- 
derstanding of the conditions under which foreign policy is 
always carried out, and to ignorance of the special difficulties 
facing Britain at the present time . . . We often forget that 
. the world’s affairs are not settled by the British Government 
alone, but by all the governments working together or in 
conflict, subject continually to the necessity of compromising 
to avoid a breakdown. 

Until international relations can be conducted entirely un- 
der a guaranteed rule of law, the effectiveness of Britain’s 
part in this international activity depends on her power, 
whether her policy is capitalist, socialist, communist or fas- 
cist. As Socialists, we of the Labor Party want in all spheres a 
policy which will promote the spread of democracy and social 
progress ... It is easy to forget that a Socialist foreign policy 
equally depends on the continued support of the British elec- 
torate and on the stability and strength of Britain as a world 
power. Slogans alone cannot prevent wars, or win them. 

The maintenance of Britain as a world power is however 
more than the precondition of a Socialist foreign policy. At the 
present time, when the world is torn between the economic 
attractions of capitalist America and the ideological appeal of 
Soviet Russia, democratic socialism will only survive as an 
alternative to these extremes if Labor Britain survives as a 
world power. Socialists and small nations the world over, 
whatever their public quarrels with aspects of British policy, 
pray above all that Labor’s experiment shall succeed and 
that Britain shall continue to take an effective interest in their 
national problems. 

Now, of course, Britain’s power does not consist simply in 
her economic, strategic and military resources (even including 
her moral prestige; for this last is effective only on countries 
with an informed public opinion which can act through demo- 


cratic institutions), It depends even more on Britain's position 
in the game; even small forces can be tremendously effective 
given the right opening, in politics as in football or chess. Much 
of the last two years has been spent in preserving Britain's 
power of initiative and in maneuvering for a favourable open- 
ing. In fact, our foreign policy, like our home policy, has been 
dominated by the limitations of scarcity. 

It is difficult for the average Englishman to adjust himself 
to the change in Britain’s world position; many of us expect 
Britain to act as if she were still, as in the 19th century, the 
only world power in existence, a mighty empire unchallenged 
either in the military or economic spheres. Even more seem to 
imagine that in 1945 the Labor Government could survey the 
world scene free from any immediate problems or commit- 
ments, and choose among infinite possibilities the precise 
policy best calculated to achieve a world Socialist millenium. 


The Background in 1945 


What in reality was the world background when Labor took 
office in 1945? The whole of Europe was in a state of moral, 
social and economic collapse. The physical destruction alone 
was immense—cities laid waste, ports destroyed, railways and 
bridges shattered, harvests ruined. In addition the wreckage 
of the Fascist New Order was not yet replaced by stable 
democratic governments; the black market was rampant, vio- 
lence and fraud were taken for granted. Vast armies of oc- 
cupation were scattered far from their own homes. Twelve 
million displaced persons presented an urgent human and 
economic problem. In the absence of peace treaties, frontier 
questions threatened new outbreaks of war in a dozen places. 
Europe trembled at the approach of famine and disease. 

Moreover, the end of the Second World War established 
a strategic revolution whose consequences we are still unable 
fully to foresee. The elimination of Germany, Japan and Italy, 
the weakening of France and China, had reduced the number 
of effective world powers to three—Soviet Russia, the U. S. A. 
and Britain. Yet the absolute power of each of these was in- 
creased by new technical developments to such an extent that 
any one, in the absence of the others, might have controlled 
the world. The victorious powers were like three elephants in 
a boat. 

A dangerous aspect of this elimination of secondary powers 
was that the world was strategically saturated. The frontiers 
of territorial influence of the Big Three ran everywhere to- 
gether, so that no power could increase its security without di- 
rectly weakening the security of another great power. New 
weapons of mass destruction like the atom bomb and bio- 
logical warfare, together with new long-range carrying agents 
like the rocket and the jet-propelled aircraft, threatened to 
make any one part of the globe vulnerable from any other 
part; thus no power could feel really secure if there were a 
potential enemy on any part of the earth’s surface. Unilateral 
security on the old pattern, a peace guaranteed by national 
power, could only be obtained by world conquest. 

Today, each great power takes a direct interest in any new 
development in any part of the world, in case it alters the 
existing balance in Big Three relations. The Austrians, for 


JUNE 10, 1947 © 33 








example, used to notice how the slightest change in the Per- 
sian situation was reflected in the behaviour of the Big Three 
representatives on the Control Council in Vienna; America 
closely inspects the Swedish negotiations for a trade agree- 
ment with Russia; Russian policy in Korea may be modified 
to meet a new situation in Poland. This makes it extremely 
difficult to treat any issue on its merits, and may make non- 
sense of attempts to explain the policy of a great power in 
one particular country without introducing the world situa- 
tion as a whole. 

Finally, the development of total warfare as the organized 
activity of the whole state, and the need for adapting industry 
in advance to meet the claims of a war machine, since an 
armaments program now requires years for fulfilment, con- 
ferred an absolute advantage on the aggressor. The possi- 
bility of winning a war by a single unexpected knock-out blow, 
delivered when the aggressor was at the peak of his military- 
economic efficiency, weighed the scales heavily in favor of 
a nation which could plan such a crime without interference 
from public opinion or democratic control. 

The unhappy consequence of this revolution in military 
science was that universal fear has been a major factor in 
world politics since 1945, and that the moral distinction be- 
tween defensive and offensive action is growing increasingly 
obscure. 

It is worth emphasizing here that the part played by the 
atom bomb in nourishing this fear, though considerable, is 
less important than generally believed—there are too many 
other factors. The really striking feature of world politics to- 
day is not that Russia is frightened of America, but that 
America, with undisputed control of half the earth and all 
the oceans, is frightened of Russia. If we aim to prevent war 
simply by reducing each nation’s capacity to inspire fear, 
item by item, we may be engaged in an endless task and en- 
gender more fear than we remove. 

The effects of the war on Britain are familiar to all of us. 
But some of their implications are still only partially under- 
stood. 

For the first time, we were unable to produce a coal sur- 
plus for export. We were seriously short of man power. Our 
economic system, distorted and exhausted by the war effort, 
critically weak in some sectors through generations of Tory 
neglect, needed reconversion and re-equipment. Our foreign 
investments were largely sold during the war, much of our 
merchant fleet was sunk, so that our ability to pay for im- 
ports was gravely reduced, and we had to concentrate on 
bridging the dangerous gap in our balance of payments by 
increasing our exports. Our moral responsibility as Socialists 
to convert our imperial subjects into friends and equals was 
made urgent by the great surge of independence movements 
which the war had stimulated. The economic character of our 
relations with the dominions had changed, too; having de- 
veloped their own industries for war purposes they were no 
longer to be regarded simply as sources of raw materials for 
manufacture in the mother country. Only 30 years since the 
Two-Power Naval Standard was a cardinal principle of our 
foreign policy, we found our American ally with a navy six 
times the size of ours and a merchant fleet more than three 
times as large. 

It was obvious that we must face the necessity of reducing 
our foreign commitments as much and as fast as possible con- 
sistent with our security, and seek to adjust our policy to our 
diminished resources. Yet this reduction must be carried out 
in an orderly way so that at no point would we lose our power 
of initiative and our ability to control the process. Above all, 
we must avoid creating by our withdrawal vacuums into 
which the other great powers might surge in irresistible and 
world-shattering conflict. 

Most important of all, we could have no illusion of guar- 
anteeing our security entirely by our own resources. With our 
dense urban population, our key industries concentrated in 
known locations, we were exceptionally vulnerable to attack by 
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the new weapons. Collective security is now the overriding 
condition of Britain’s survival. It is indeed fortunate for Britain 
that the party which took office in 1945 has always, in foreign 
as in domestic affairs, insisted as a moral principle on policies 
which have now become a national necessity. 


The Constructive Achievements 


The constructive achievements of Labor's foreign policy 
are alicady impressive—particularly since they can be con- 
trasted so clearly with the aims which a Conservative Gov- 
ernment would have pursued. 

At all points we have promoted and supported international 
action to clear away the debris of war. Labor Britain alone has 
spent 750,000,000 pounds on world reconstruction. Of the 
12,000,000 displaced persons there now remain only 1,000,- 
000, whose fate we are trying to make an international re- 
sponsibility; so far only the Labor governments of Britain 
and New Zealand have paid their contributions to the Inter- 
national Refugee Organization. Over 1,000,000,000 pounds 
has been spent through UNRRA in preventing famine and 
disease—100,000 lorries have been sent to Europe. It is easy 
to underestimate the success of such preventive action; for, 
in spite of destruction infinitely worse than in 1918, there 
have been no epidemics and no widespread famine in Eu- 
rope—in 1918, 13,000,000 people died of influenza, and in 
Russia alone 30,000,000 died of typhus. Britain’s contribution 
to these achievements has been continually criticized by the 
Tories: Englishmen of all opinions must have been shocked 
by Churchill’s cynical selfishness in the debate of March 12, 
1947, when he blamed the Government for forgoing improve- 
ments in the British standard in order to save millions of Eu- 
ropeans from starvation and disease. 

In two years, we have gone far to abolish the old type of 
imperialism; Trans-Jordan is already independent, India and 
Burma are in the final stages of their transition to freedom, 
constitutional advance is seen in British colonies all over the 
world from Ceylon to the West Indies. Our attempt to with- 
draw from Egypt is held up only by a threat to the liberty of 
the Sudanese, and we have made an important contribution 
to Indonesia’s fight for freedom... . 

A tremendous impetus has been given to social and eco- 
nomic progress in the colonies. We are spending 120,000,000 
pounds on development and welfare in 10 years, in addition 
to special schemes like the farsighted plan for producing 
groundnuts in Tanganyika, in which we shall spend 40,000,- 
000 pounds and bring health, education and prosperity to 
thousands of Africans, as well as additional essential food- 
stuffs to the people of Britain. 

By continuous argument and pressure we have succeeded in 
getting peace treaties signed with all the satellite powers— 
Bulgaria, Romania, Hungary, Finland and Italy—so that the 
peoples of Europe can direct their energies at last to con- 
structive programs, free from the unsettling influence of na- 
tional disputes. 

Support of the United Nations organization has been the 
key to Britain’s action in all these spheres—in converting man- 
dates into trusteeships, in fighting for international responsi- 
bility and guidance on every problem, economic and political 
alike. British pertinacity was mainly responsible for obtaining 
a World Food Organization against American reluctance and 
Russian indifference, and more recently for setting up an 
Economic Commission for Europe. For as Socialists we 
recognize the economic interdependence of all nations; Ernest 
Bevin has continually stressed the fact that inequalities be- 
tween the standards of living of nations in any area are a 
menace to world peace. 

We have fought, and are still fighting, for an effective 
disarmament plan, and even under the greatest provocation 
we have preferred international arbitration to direct action. 
Any previous British Government would have responded to 
the mining of British destroyers by Albania with a summary 


bombardment. We took the case to the Security Council, and 
when, as so often before, the verdict favourable to us was 
vetoed by Russia, we still sought an international solution 
and transferred the case to the International Court. For we 
believe that, whatever the suspicions and fears which still be- 
devil world politics, the experience of co-operation for prac- 
tical purposes inside international institutions will teach the 
powers to grow together in peace. 


The Big Three 


But here we come to the crux of the problem. The United 
Nations Organization is by its very constitution formally pre- 
vented from dealing with disagreements between the Big 
Three; and any chance that it might have developed into an 
instrument for such purposes was destroyed by the use made 
of the veto by Soviet Russia. Consequently, so long as dis- 
agreements between the Big Three are a major factor in 
world politics, the ability of any power to conduct its foreign 
policy exclusively through the U.N. is gravely weakened. 

How is this so? It is continually reaffirmed by spokesmen of 
Britain, America and Russia alike that the United Nations will 
work only so long as the Big Three are united; so the United 
Nations can no more deal with problems which menace Big 
Three unity than a man can lift himself by his own boot- 
straps. The Soviet Union was not the only power responsible 
for drafting the veto proposals; but the crippling practical 
consequences of this theoretical weakness in the constitution 
of the Security Council, which were never envisaged when 
the veto clause was originally tabled, are incontestably the 
responsibility of Russia. She has used the veto not only to pre- 
vent action, as in the case of atomic control—but sometimes 
even to prevent the recording of a decision with which she did 
not agree—as in the cases of Greece, Syria and Albania—on 
any matter which bears even remotely on a conflict of interest 
between herself and another great power. 

So long as Russia so rigidly asserts this right, the progress 
of the United Nations in dealing with many fundamental prob- 
lems like disarmament or the control of atomic energy will be 
slow, and confined to registering agreements which are 
reached by other methods than public argument in an inter- 
national assembly. So though it would be wrong to attack 
the veto in principle, since it merely represents a_ political 
reality, the Labor Government has fought continuously for 
some code of conduct which will restrict its damaging effects. 
However, the veto power does in fact commit the Big Three 
to appeasement of one another so long as action is confined to 
U. N.—a situation which puts a premium on aggressive ac- 
tion. Let us consider now the effects of the war on the other 
two great powers, America and Russia. 

The United States ended the war with prodigious assets; un- 
challengeable control of all the oceans, a great long-range 
bomber force, sole possession of the atom bomb, 70 per cent 
of the world’s productive capacity, great surpluses of all 
products in a world of scarcity. But she was both unwilling 
and unable to shoulder the responsibility of this immense pow- 
er. Her central government was weakened by a complicated 
series of constitutional checks and balances. The public 
opinion to which it was responsible was opposed to “entan- 
gling alliances” and foreign commitments: There was a wide- 
spread feeling that Europe was a breeding ground of universal 
wars, that America lay safe in geographical isolation behind 
her stupendous power—a Maginot complex. Britain was felt 
by many to be a wornout imperialist power scheming to trick 
America into protecting her rebellious possessions against a 
Russian expansion which was historically inevitable. Indeed 
at the wartime conferences from Tehran to Potsdam, agree- 
ments between America and Russia were often at Britain's 
expense. Above all, American public opinion was deeply 
opposed to any policy which might conceivably lead to war. 
The most damaging epithet employed against Roosevelt 
was “warmonger,” and in spite of the clearest warnings, the 


American people would not accept war against the Axis until 
Pearl Harbor; even then some critics accused Roosevelt of 
arranging Pearl Harbor himself in order to make war possible. 
The extraordinary propaganda build-up for Truman’s declara- 
tion on the loan to Greece and Turkey is worth studying in 
the light of such factors. 

Soviet Russia ended the war “dizzy with success,” to use 
Lenin’s phrase. The midgnificent record of her armies gave 
her immense prestige and popularity in all countries; for the 
first time since the revolution she was everywhere accepted 
as a major world power whose agreement was indispensable to 
the settlement of any world problem. Few people outside 
Russia realized the cost of her victory, and the Russians them- 
selves preferred to minimize their crippling losses. But in 
fact the development of the Soviet Union had been set back 
10 years. Her dead were estimated at seven million, her 
homeless at thirty million. The destruction of a third of 
European Russia and the dislocation of Soviet industry were 
made worse by a serious weakening of Communist discipline. 
The collective farm system was menaced not only by individu- 
alistic peasants but by the illegal encroachment of public 
organizations. Contact with European civilization had dis- 
turbed the Army. The war had disclosed serious minority 
problems; two autonomous republics—in the Crimea and the 
Caucasus—were degraded in status, their populations deported, 
for fighting with the Nazis. New forms of nationalism, stimu- 
lated by the war, threatened Bolshevik ideology. 

While foreigners were dazzled by what they saw as the 
miracle of Russian resistance, the Russians knew how near 
defeat they had once been, and their traditional feeling of in- 
security was reinforced by this evidence of its justice. The 
famous Russian spaces, which had defeated Napoleon and 
helped to defeat Hitler, were a wasting asset against attack 
by modern weapons, especially if it should have to be met 
on more than a European front. In particular, Russia’s lack 
of warm water ports put her at a great disadvantage against 
ocean powers which controlled the entrances to the inland 
seas; for the Baltic and Black Seas are immovable salients 
into the heart of Western Russia. 

But with all her weaknesses, Russia had one great strength 
in world politics compared with America. The Soviet system 
concentrates the whole of Russian power in a few little-known 
men who, far from being responsible to public opinion are 
capable of making it. This freedom to fit policy closely to the 
scientific calculation of a fluctuating national interest was dem- 
onstrated by the volte-face of August 1939, and gives the 
Soviet Government an inestimable advantage. If we are to un- 
derstand and predict Russian foreign policy, we must put our- 
selves in the position of the men who control the Soviet state. 

The collapse of Litvinov’s policy, when the Western democ- 
racies betrayed the League, may be responsible for the lack of 
faith shown so far by Russian leaders in the establishment of 
an international rule of law. They have used international in- 
stitutions only to secure an immediate national advantage, or 
as a convenient mechanism by which the moral principles of 
others are exploited to prevent or inhibit effective resistance to 
their own unilateral policies. Russia has yet to join UNESCO. 
the Food and Agriculture Organization, the International 
Trade Organization, the International Bank, the International 
Refugee Organization, and the International Civil Aviation 
Organization. 

Stalinist theory in 1945 must have made an ultimate con- 
flict between America and the U.S.S.R. seem inevitable. For 
the time being, America was prevented from using her 
strength aggressively by public opinion and constitutional ob- 
stacles; but the Russians expected an inevitable economic 
crisis to bring fascism to the U.S. A., a fascism which for in- 
numerable economic reasons would be openly imperialistic 
in its foreign policy, aiming at world conquest. The most that 
Russia could hope for was to exploit the immediate American 
reluctance to accept foreign commitments, in order to expand 
her defences as far as and as fast as possible. 
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Just as between 1939 and 1941 Russia used the breathing 
space offered by her nonaggression pact with Hitler in order 
to cushion herself against the inevitable clash, so she sought 
at Yalta and Potsdam, by limiting her claims to compete with 
America in the Far East, to free her hands for expansion in 
Europe and the Middle East. 

In Europe and the Middle East, however, an expansion 
of the Russian security system meant an equal contraction in 
the British security system. In theory Russia could have chosen 
in 1945 between a close alliance with Britain to replace the 
necessity for expansion, or the elimination of Britain as a 
European and Middle Eastern power. In fact she chose the 
latter without considering the first. It is a major tragedy of 
Socialist history that the advent to power of a pro-Soviet Labor 
Government in Britain coincided with the opening of a sus- 
tained and violent offensive against Britain by her Russian ally. 

It is unnecessary to believe that this was a typical ideolog- 
ical or religious war of Communist against Social Democrat. 
Any nation prefers to guarantee its security by its own power 
if possible rather than to rely on the promises of potential 
enemies. And for a Russia which foresaw a struggle with 
America, Britain was not a possible ally; for Britain could not 
under any circumstances adopt a policy which might lead her 
to war against America. Apart from all other considerations, 
Britain depends entirely on supplies imported by sea, and 
could be starved to defeat in a few weeks by the American 
fleet. 

But in addition, as Communists, the Soviet rulers had no 
faith that the Labor leaders they had described as “social- 
democratic lickspittles” as recently as 1941 would not be re- 
placed by a Churchill government within a few months. They 
knew moreover that Britain needed economic help which only 
America could supply. They thought they could see the British 
Empire crumbling, and that expansion to fill Britain’s place 
in Europe and the Middle East would be easy and inex- 
pensive. 

Nor is it necessary to believe that Russian policy was de- 
termined by economic or imperialist motives. No doubt Rus- 
sia needs material help, but that alone is not sufficient to ex- 
plain her recent policies. In the modern world, fear for secur- 
itv is a sufficient motive to cause war: In 1939-1941, Russian 
attacks on Finland, Poland, the Baltic states and Romania 
were caused by fear of war. It is all too easy to justify such at- 
tacks, particularly as for many people “non-Communist” 
means “capitalist” and “capitalist” means “Fascist,” but no 
Englishman with a faith in democratic socialism could con- 
template the elimination of Labor Britain in order to strength- 
en Soviet Russia against a conflict with the U.S. A. And the 
Labor Government does not propose to take sides in a line-up 
for the next world war; as Clem Attlee stated, we do not be- 
lieve in the forming of groups. 

The attempt to destroy Britain’s freedom of initiative was 
double edged. On the one hand, Russia opened a series of 
propaganda attacks through U. N. and the international Com- 
munist machine, which aimed at isolating Britain morally as a 
decadent reactionary power. British policy in Greece, Syria, 
Indonesia, Spain and Palestine was a special target, and 
though in every case submitted to the United Nations for 
judgment, Britain was wholly cleared of all accusations, 
much of the mud stuck, and in some cases Russia vetoed the 
recording of the verdict. It is difficult to forgive, from a recent 
ally, such attacks as the following broadcast to Norway by 
Moscow radio on June 8, 1946: “This little country (England) 
went to war because it and its Fascist reactionary leaders love 
war and thrive on war. The attack on Hitlerite Germany was 
purely incidental.” Moreover, the damage done to British pres- 
tige abroad by such lies should not be ignored. British rela- 
tions with France will remain complicated for some time by 
the falsehoods spread by the French Communist Party con- 
cerning British exploitations of the Ruhr. 

On the other hand, there was an attempt to tip the scales 
against Britain in important strategic areas, by diplomacy or 
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direct action—in Trieste, Northern Persia, the Dardanelles, 
Greece, Turkey and Eastern Europe. 

But the Soviet policy proved worse than a total failure, for 
two reasons. The Labor Government of Britain stood patiently 
firm against Russian encroachment, and where necessary an- 
swered Russian accusations with the facts. Secondly, the im- 
moderate ineptitude with which the program was pursued 
swung American public opinion into support of Britain. The 
first clear sign of the change occurred during the Peace 
Conference in August 1946, when Yugoslav guns shot 
down an American airplane. The most dramatic example 
so far was the Truman declaration on Greece and Turkey 
in March 1947, 

The world situation is now clarified and the cards are clear- 
ly on the table. Moreover, if, as it appears, the U.S. A. is 
about to take the weight of Russian expansion off British shoul- 
ders, Britain will be treer to pursue a constructive initiative for 
improving Big Three relations. American policy is still ca- 
pable of much vacillation, however, and it is too early to feel 
certain that the “Truman doctrine” will remain a guiding 
factor in American foreign policy. 


The Outlook Today 


The foregoing analysis of Britain’s reaction to Russian pol- 
icv since 1945 may seem to justify the critics who say Bevin 
has been pursuing the Fulton policy, and is in this respect in- 
distinguishable trom Churchill. But here again there is a deci- 
sive difference. 

The policy of the Conservative Party, if Winston Church- 
ill can be said to represent it, is to seek an exclusive Anglo- 
American alliance expressly directed against Soviet Russia. 
The policy of the Labor Government, however, is to judge all 
questions on their merits, to seek or accept common action 
with the United States only where there is a clear common 
interest, but in no case to be drawn into commitments which 
exclude the possibility of similar collaboration with Russia. 
Churchill wants a permanent alliance with America against 
what he sees as a permanent political danger. Bevin wants 
as close an association with Russia as we now have with 
America, based on the recognition of the economic and _ po- 
litical interdependence of all nations. For example, we accept- 
ed the economic fusion of the British and American zones of 
Germany to save our zone trom bankruptcy only when we had 
failed to persuade Russia and France to join us; and at every 
opportunity we continue to press Russia to join the union on 
exactly the same conditions as ourselves and the U.S. 

Moreover, we have resisted every temptation to regard 
Russian policy as final. In particular, where the Tories have 
continually pressed us to recognize the permanent incompati- 
bility of the Communist and democratic systems, to make a 
final decision about the frontiers of each, and to build up an 
entirely independent Western bloc, we have fought doggedly 
to prevent the crystallization of zones of influence behind rigid 
ideological barriers. In fact, many Labor people feel that 
the division of Europe into zones of influence which Churchill 
promoted during the war with a brutal disregard of human 
factors, is responsible for many of the heaviest problems the 
Labor government now has to face. 

For many reasons, an exclusive line-up with America wotld 
be as dangerous and undesirable as its opposite, and there is 
no harm in emphasizing the fact. But many common criticisms 
of our present relations with the United States are wholly 
mistaken. 

It is said that our dependence on American supplies amounts 
to economic serfdom. But no one has tried harder than the 
sovernment to reduce our dependence on American imports; 
the stark fact is that no country except America was capable 
of satisfying our economic needs. Wherever possible we are 
finding other sources of supply, whether or not the Americans 
object, as over the wheat agreements with Canada and the 
Argentine in 1946. The conditions on which we obtained the 


Loan were hard and in many ways embarrassing, but we had 
no alternative, and we insist on dismantling our economic de- 
fences only in proportion as America dismantles hers. As the 
war-damaged countries of Europe recover, we are working to 
conclude trade agreements with them. But so far it remains 
broadly true that America gives us more than we can im- 
mediately repay, while we give the other countries more than 
they can immediately repay. 

The idea that we are somehow bound politically to follow 
American policy is equally false. We fought the Americans bit- 
terly to obtain a world food organization. Bevin did not mince 
his words over American interference in Palestine. Most 
striking of all, we opposed the American proposals for taking 
over the Japanese mandated islands in the Pacific, when Russia 
had already declared her intention of supporting them. The 
fact is that we have found ourselves voting on the same side as 
the Americans against Russia on many occasions because on 
those occasions we considered that the Russians were wrong! 

It should be said here, too, that much of the facile talk 
about American reaction and dollar imperialism is not justified 
by the facts. America provided 72 per cent of UNRRA’s 
budget without any political control over its spending; and 
there is no evidence that America is prepared to fight to pro- 
tect her foreign investments. On the contrary, when in 1936 
Mexico confiscated foreign oil holdings, America took no 
action whatsoever, while Britain broke off diplomatic relations 
and threatened worse. The absence of a political Labor Party 
in the U.S. A. can mislead Europeans; for in spite of this, 
the 15,000,000 organized workers have decided the result 
of every American election since 1932, and if, as we must 
hope, the cautious negotiations for a merger of the AFL and 
CIO succeed, an anti-Labor government in the United States 
may become virtually impossible. The 1931 slump produced 
a New Deal Government; there is no reason to be certain 
that a future slump will have the opposite result. 

There has been much muddled criticism of some military 
aspects of our common interests with America today. During 
the last few months the American Government has come to 
realize that the preservation of Britain’s security is of vital 
importance to America herself. In consequence, the United 
States has made certain contributions towards lightening the 
burden which falls directly on Britain; and these contributions 
have been fiercely criticized by Americans both of right and 
left who think that their Government has been tricked into 
pulling British chestnuts out of the fire. In fact, of course, 
such American co-operation has been given purely in the in- 
terests of American defence; there is no case therefore where 
Britain has been required in return to assist in protecting 
anything which is primarily an American interest. Indeed we 
refused point-blank even to retain our troops a day longer in 
Greece because of the proposed American loan to the Greek 
Government. But we can only be grateful if America is pre- 
pared in any way to make it easier for us to defend our se- 
curity. So the gibe that America provides the money while 
we provide the men is simply answered—for that suits us 
better than providing both the men and the money! 

Some critics gloomily prognosticate a third world war in 
which a shattered Europe is liberated by America only after 
years of Russian occupation; and that our relation with 
America is the same as France’s was with Britain; but a re- 
lationship is not less necessary because it is imperfect. An 
alliance with Britain is a permanent necessity for France so 
long as the danger comes from Germany. 

But the aim of an Anglo-American understanding is to pre- 
vent war by proving to Russia that an aggressive anti-British 
policy is doomed to frustration. Every historical precedent 
suggests that no government will continue to pursue a policy 
whose failure is known to be certain; the danger is always 
lest a world war develops out of a local aggression which 
would not have been committed if the aggressor had realized 
that his ultimate enemies were determined to resist it. 

Our hope is that sooner or later the Russians will realize 


that the policy they have pursued since 1945 is both im- 
practicable and unnecessary; and that the existence of Labor 
Britain as a stable world power is a protection to Russian 
security and a guarantee against anti-Soviet aggression. 
For so long as Britain plays a decisive part in the defence 
of American security, it is impossible for America to adopt 
a policy of world aggression without British agreement. 
The nature of the military co-operation between America and 
Britain makes it impossible for either to fight if the other 
remains neutral. 

There have been signs for some time that Russia is coming 
to recognize these facts, though her opposition in Moscow to 
a four-power pact against German aggression was disappoint- 
ing, and it is possible that she will continue a little longer 
attempting by some means or other to make a separate bar- 
gain with Britain or America at the other's expense. 

A British trade delegation left for Moscow in April, and at 
this moment Ernest Bevin is seeking to obtain an alliance with 
Stalin which will associate Britain as closely with Russia as 
with the United States. But the condition of such an alliance is 
that it should not aim at isolating America. Moreover, we can- 
not accept as part of an alliance with Russia the censoring of 
all British press and radio comment which the Soviet leaders 
might consider unfriendly—even our own Government does 
not enjoy such immunity in Britain. Labor's policy for Big 
Three unity requires infinite tact and patience, and a resolute 
firmness on all crucial issues. But its success is the only con- 
dition on which the United Nations can operate as the 
guardian of world order; and the replacement of power poli- 
tics by an international rule of law. is the only condition on 
which Britain can survive indefinitely. Bevin is indeed right 
when he aims at producing results which will remain ef- 
fective for generations to come. | 

A number of critics would agree broadly with this in- 
terpretation of events since 1945, but they would maintain that 
instead of associating herself with America, Britain should 
have aimed at a policy completely independent of both Russia 
and the U.S.A. as the leader of a European bloc. However 
attractive at first sight, this policy is both undesirable and im- 
practical. 

In 1945 Europe was a power vacuum; there was no nation 
strong enough to count as an economic or political factor in 
world politics. Moreover, the reconstruction of Europe de- 
pended on large-scale American assistance. Britain herself 
was too weak to cut herself off from® American aid, and as 
such she could offer little to attract any European country 
away from the rival appeals of American money and Russian 
military power. 

Much of Europe was not free to choose British leadership. 
The foreign policy of every East European state was con- 
trolled by Russia. Germany, the economic key to European 
unity, was prostrate under four-power occupation. In most 
of the countries which were free to choose their foreign policy, 
government was shared between Communist parties with Rus- 
sian affiliations and right wing parties which looked to the 
U.S. A., while the Socialist parties lay uneasily between them; 
wherever possible we have tried to help these Socialist parties. 

We have put the attainment of a united independent Europe 
in the forefront of our aims. Above all, we have fought steadily 
to prevent the wartime division of Europe into spheres of in- 
fluence from crystallizing into a permanent thing. The last nine 
months have seen British loans to Czechoslovakia and 
Hungary, trade agreements with Poland and Czechoslo- 
vakia, and gifts of food and medical supplies to relieve 
famine in Romania. The slow progress previously of these 
relations was due to the inability of the East European 
governments to offer much in return, not in any way to 
political prejudice. 

In Western Europe, we continue to strengthen our ties. The 
keystone was laid in the alliance with France in March. A 
generous financial agreement with Italy was signed in April. 
And we hope the U. N. Economic Commission for Europe, 
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whose Secretary, Gunnar Myrdal, is a Swedish Socialist, will 
open a new era in Continental history. But a detailed policy 
for Europe cannot be framed while Germany remains the ob- 
ject of a violent struggle between the world powers. And our 
progress is limited by the fact that we cannot afford to give 
economic loans on a large scale for purely political pu: poses. 
A few million tons of coal for export would change the face 
of our European policy in a night. So while we shall do every- 
thing possible to restore Europe as a vital and independent 
factor in world politics, we cannot base our foreign policy 
on the assumption that this aim is already achieved. Further- 
more, our dependence on overseas trade makes us a world 
power by necessity, and we will remain as much part of the 
Atlantic as of the European community. Our interests are too 
widespread, as our principles are too international, for us to 
restrict ourselves to the idea of regional blocs, however con- 
structed. 

The idea that we should have extricated ourselves from 
the quarrel between Russia and the U.S. A. does not make 
sense; during the period under review, Britain was the main 
target of Russian hostility, while until a few months ago 
America was an undecided spectator. 

Finally the objection remains that our foreign policy entails 
a diversion of resources and manpower from.home production 
which this country cannot afford. But our foreign policy costs 
much less than another war would cost us, even if by a miracle 
we should survive it. So long as Russian hostility persists, the 
burden will only be lightened in proportion as it is assumed 
by the United States in our stead. A nation which puts do- 
mestic comfort before its own security and independence is 
condemned to a foreign policy of appeasement leading inevi- 
tably to capitulation or to war under unfavorable circum- 
stances. It is wrong to condemn the expenditure entailed by 
Labor's foreign policy since 1945 unless an alternative is 
suggested which would preserve British security at less cost. 

There is in fact only one such alternative, and it has been 
steadfastly pursued by our Government-that all countries 


should scale down their armed forces by multilateral agree- 
ment under the guarantee of international inspection. We are 
continuously pressing for the conditions under which this may 
be possible, on the Military Staff Committee, and in the Gen- 
eral Disarmament and Atomic Energy Commissions of the 
United Nations. Mr. Gromyko’s refusal to allow inspection on 
the ground that this would violate national sovereignty, was 
however, a bitter blow. 


Conclusion 


So what are the achievements to date? Two years is not a 
satisfactory period over which to judge a policy which aims 
at achieving peace and security for generations to come. Many 
urgent and complicated problems remain, above all in 
Germany and the Middle East. But under disadvantages which 
have hampered no other British Foreign Minister since the 
days of Napoleon, Ernest Bevin has played a major part in 
saving Europe from division and collapse, in establishing the 
United Nations as the basis of world relations, and in pre- 
venting a final rift between the Big Three. Due to British 
pertinacity, America has come to realize the responsibilities 
of her power before it was too late to assert those responsi- 
bilities except in war. In the field where Britain is free to 
choose her policy, we have seen the liquidation of Tory im- 
perialism, and an immense impetus to economic and political 
development in the colonies. And at all these points the con- 
trast with what a Conservative government would have at- 
tempted is sharp and clear. 

Many years of patient and determined effort lie before us. 
Diversions and setbacks may abound before a genuine and 
permanent understanding between the great powers clears 
the road for the United Nations, and we can look forward 
with realistic hope towards a parliament of man. But under 
the broad and generous statesmanship of a Labor government, 
Britain can be sure of making a major contribution to the 
achievement of that future. 








HOOVER’S STAND ON RELIEF ABROAD 


Ex-President demands early pacts with former foes 


(Text of letter from Herbert Hoover to Rep. John 
Taber, chairman of House Appropriations Committee, 
May 26, 1947, giving his views on appropriations for re- 
lief requirements in Germany, Japan and Korea and on 
foreign relief and reconstruction policies.) 


(1) As matters stand, this appropriation of $725,000,000 
should be made. In addition to this proposed American appro- 
priation, the British are also to contribute their share of bi- 
zonal relief in Germany. These enormous sums are inescapable 
for the next year unless millions of people under our flags are 
to die of starvation. They are about the same as during the 
present fiscal year and this year’s experience demonstrates 
how near starvation is in these countries. Surely we must take 
steps to bring these burdens upon our taxpayers to an end. 
We are now providing relief for the third year after the war. 

The delay by Russia in making peace with Germany and 
Japan together with the Allied policies of reparations and 
industrial demilitarization have paralyzed the industrial pro- 
ductivity of these countries. They are unable to make sub- 
stantial exports and are not contributing, as they otherwise 
could, to their own support. 

General Marshall, in Moscow, ably urged the immediate 
necessity for Russia and France to comply with the Potsdam 
Agreement, which provided for economic unification of the 
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four zones; for the revision of the plant transfers for repara- 
tions; and the revision of so-called “levels of industry.” 
Meanwhile, Russia and France are taking industrial exports 
from their zones which, under the Potsdam Agreement, would 
contribute to paying the food bill in the American and British 
zones. Thus we are paying reparations. We are shipping fer- 
tilizers for relief which could be supplied from the French 
zone. We are supplying France with Ruhr coal which could 
be used for the manufacturing of exports in Germany with 
which to pay for food. 

(2) In view of the Russian refusal of General Marshall's 
able presentation at Moscow, and the continued violation of 
the Potsdam Agreement to unify German economy in both 
Russia and France, we are surely no longer bound by that 
Agreement as to reparations and industrial policies. 

In the bi-zonal area of Germany, after two years since V-E 
Day, the agricultural production is about 75 per cent of prewar 
and the industrial production is only at 33 per cent of 1936, 
and exports are only 3 per cent. In Japan, there has been 
about 80 per cent recovery in agricultural production but 
industrial production is only 30 per cent of prewar, with 
exports about 4 per cent. 

To understand the situation in the German area, we might 
visualize what would happen if the present policies were 
imposed on the United States. Suppose America were divided 


into four zones with little interchange of economic life or food 
surpluses; with an obligation to tear down and ship abroad 
25 per cent of our peace-production plants, and with a re- 
stricted “level of industry” which would destroy 60 per cent 
of our possible export trade. Then add to this the failure even 
to designate the plants that are to be removed, so that all 
initiative to operate the remaining plants is destroyed by un- 
certainty as to whom the victims will be. Suppose also we were 
not allowed to produce oil, and were limited in fertilizer pro- 
duction. Without relief from some humanitarian country, 
millions of our people would die. 

Unless there are revolutionary changes in our policies as to 
Germany and Japan, the burdens upon our taxpayers are not 
likely to lessen and are more likely to increase. There are three 
alternatives before us in our occupied territories: To wash our 
hands of the whole business and then let the conquered 
countries drag the whole world to final chaos; or, for human- 
itarian reasons, merely to carry these people on a food-subsist- 
ence level, hoping for improvement in the attitudes of other 
nations, or to act at once to free ourselves from their hindrances 
as far as possible. 

(3) The time has come when we should issue a last call 
to Russia and France to comply with the Potsdam Agreement. 
If they do not at once respond, we and the British should 
immediately take the steps to set up the economy of the 
bi-zonal areas so as to restore their industrial production and 
exports. 

(4) An effort should be made to consolidate the French 
zone (except the Saar) into the bi-zonal area. In this we have 
a right to expect French co-operation in view of the great 
sacrifices the American people are now making on behalf of 
France. 

(5) In any event, we should immediately carry out the 
present project of a temporary centralized German government 
over the American and British zones subject to our military 
direction. We might even contemplate a separate peace with 
this government if the next Conference of Foreign Ministers 
does not succeed in more constructive policies. 

(6) If we are to secure adequate exports with which they 
can pay for food, it is urgent that we at once revise the repa- 
rations and industrial demilitarization policies imposed upon 
these zones by various Allied agreements. These latter policies 
are identical in Japan where they must likewise be revised. 

(7) We should, in our German zones and in Japan, suspend 
the whole concept of “levels of industry,” placing restrictions 
upon only a few specified industries, such as shipping and 
aviation. 

(8) We should at once abolish for good the destruction or 
removal of all industrial plants which can make peacetime 
goods or services. The heavy burden now borne by our tax- 
payers is ample proof of the folly of these policies. It is an 
illusion that there are any consequential reparations to be had 
by removal of peacetime industrial plants. The buildings, 
foundations, water, electrical and other connections in such 
plants have no value for removal. All that is removable of any 
use are machines, all secondhand and many obsolete. The cost 
of tearing them out, shipping them to some area where there 
is neither skilled labor nor skilled management, and of building 
new foundations, buildings and connections, leave even these 
values comparatively trivial. We should allow the removal of 
equipment from such munitions factories which cannot be 
converted into peacetime production. We should assess by 
independent engineers the actual value to any proposed 
recipient of peacetime plants, deducting the cost of dis- 
mantling, and then call upon Germany or Japan to pay such 
a sum over the years and to retain the plants. With such 
action, the uncertainties which now paralyze German and 
Japanese initiative would quickly revive many industries and 
gradually provide exports to pay for their food. The drain 
upon our taxpayers would gradually disappear. Unless this 
is done, Germany and Japan will not be self-supporting in our 
time. 


Such policies have no practical relation to the demilitariza- 
tion of either Germany or Japan. I assume we are not going 
to make the major mistake of Versailles of leaving these 
countries the nuclei of militarism by granting them any 
armies or navies. It seems generally agreed that we will 
absolutely disarm these peoples so that they shall not again 
be able to engage in aggressions; that this disarmament will 
embrace destruction of all military arms, fortifications and 
arms factories; that they will have no army, no navy, and no 
air force; that they will retain only a constabulary in which no 
previous officer may be employed; that no militarist officials 
can hold public office; that this disarmament must be con- 
tinued for a generation or two, until they have lost the “know- 
how” of war, and the descent of militarism through birth. We 
have already offered to join in guarantees which will make 
these prohibitions effective. 

(9) With such a policy of demilitarization, the chains on 
production and export of peace-purpose goods should be 
removed and a simple check maintained to assure that industry 
does no evil. 

The situation in Japan is not complicated by zonal occupa- 
tion of other armies, and we are more free to act. Also, the 
United States is paying the entire food bill. The world has 
had the service of a great administrator in General MacArthur 
under whose guidance the Japanese have adopted a Constitu- 
tion approved by us; they have freely elected a Government 
and are determined upon democratic processes. 

(10) We should at once summon the peace conference 
with Japan and make a peace with her by as many nations 
as wish to adhere. 

Such policies as I have outlined are of a vast importance 
to the nations outside of Germany and Japan. The whole 
world is suffering from delay in restoration of productivity. 
the whole world is an interlocked economy, and paralysis in 
two great centers of production is a world disaster. There is 
greater opportunity to speed recovery in the world by such 
action as I outline than by any amount of gifts and loans from 
the United States. 

There has been announced an American policy of defending 
the frontiers of Western civilization. The most vital of these 
frontiers are Germany and Japan. If they are lost, all Europe 
and the Far East are lost. 

The reasons for continuous obstruction by Russia to every 
effort which would restore production have at least some 
expression in the Russian press as a method by which the 
United States can be bled white by relief measures. We should 
wait no longer. Russia will not make war about it. 

(11) The problems of relief I have been discussing are 
involved in a much wider action. That is the co-ordination of 
all aid which we are extending for relief and reconstruction 
abroad. The resources of the United States are not unlimited 
and we are carrying over 90 per cent of these burdens. In 
the two years since the war, the United States has spent 
upwards of fourteen billions in free relief, Government loans 
or loans from agencies dependent upon the United States for 
their survival. Already we are practically committed to five 
billion during the next fiscal year. These activities are divided 
among five or six agencies directed from Washington that are 
extending aid to a score of nations. Their policies are not co- 
ordinated so as to secure co-operation among nations which 
would save large sums to the American taxpayers and would 
produce more rapid restoration of recovery abroad. The pur- 
pose of these activities is to save life and restore productivity. 
The restoration of production in the world is of mutual in- 
terest to all nations. I have in this memorandum cited in- 
stances of a lack of co-operation among nations. To state it 
bluntly, we cannot get such co-operation unless there is co- 
ordination of our own organization at home so as to make 
American aid to other nations conditional upon their co- 
operation to the common end. I am talking about the American 
taxpayer, about mutual economic action and not about dollar 
diplomacy. 
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U.S. Officials Expect 
Improved Soviet Ties 


Official feeling inside the U.S. is 
that relations between that country 
and Russia will take a turn for the 
better in the months immediately 
ahead and will become noticeable at 
the November Conference of Foreign 
Ministers in London, if not before. 
The idea is that the Russians will be 
more willing to work out a European 
settlement as it becomes clear that 
they cannot succeed in obtaining con- 
trol of France and Italy through the 
Communist parties in those countries. 


o 0 Oo 


The U.S. can be expected to take 
a leading part in advocating the ad- 
mission of Italy into the United Na- 
tions. This is to be one phase of a 
U.S. policy, now being worked out, 
to restore stability to the former 
enemy country as rapidly as possible. 
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Interned Elite Guards of the Nazi 
military machine, now held in camps 
in the U.S. zone of Germany, are get- 
ting a few food packages from per- 
sonal friends in the U.S. The pack- 
ages are delivered without question 
on the theory that free Germans have 
an opportunity to supplement their 
meager daily diet with black market 
shopping while those in internment 
camps have no such opportunity. 
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Russia has requested that Soviet 
newspaper correspondents be permit- 
ted to cover the Korean unification 
conference now going on in the U.S. 
zone between Russia and the U.S. 
United States officials have answered 
the Russian request by saying that 
U.S. S. R. correspondents will be wel- 
comed if Moscow will give assurance 
that American newspapermen will be 
free to go into the Russian zone if and 
when the two-power commission 
moves north. 
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Intercepts 


Miranda’s Influence 
Rises In Argentina 


Under Secretary of State Will Clay- 
ton is to play an increasingly impor- 
tant role in the U. S. State Department 
because of the work of his economics 
division. This is developing as Secre- 
tary Marshall, Army trained, becomes 
more and more convinced that vital 
economic factors must be solved be- 
fore a permanent peace can be 
worked out. 
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The U.S. and Britain, working 


jointly at the request of the Czecho- 


slovak Government, are trying to lo- 
cate a secret radio station in Europe 
that identifies itself as the “Voice of 
the Slovak Republic.” The station 
broadcasts anti-Communist _ reports 
and repeatedly declares the Prague 
Government is dominated by Russia. 
An announcer claims the broadcasts 
are put on the air through facilities of 
the Spanish Government radio station. 
An investigation is being made before 
a formal protest is lodged with the 
Madrid Government. 
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Dissatisfaction with A.V. Alexan- 
ders performance as Great Britain’s 
Minister of Defense may lead to a 
shake-up in the Labor Cabinet. Alex- 
ander has been the target of much 
criticism from within the Labor Party. 
Although he may be switched to an- 
other Cabinet position, there is con- 
siderable talk in London that he will 
be appointed to the House of Lords, 
where his presence will bolster the 
Labor minority there. 
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The already potent influence of 
Miguel Miranda, president of the 
Central Bank of Argentina, is increas- 
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British Are Delayed 
In Converting To Oil 


ing steadily in the Perén Govern- 
ment’s dealings with other nations. 
Peron is turning more and more inter- 
national negotiations over to Miranda. 
There is talk that the banker will visit 
the U.S. and Chile before long. 
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Great Britain’s ambitious program 
to convert large sections of industry 
and transport to oil as a device to save 
coal is moving at an exceedingly slow 
pace. So far only 23 locomotives have 
been converted out of the 1,229 that 
eventually are to be switched from 
coal to oil. 
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The U.S. Administration is puzzled 
over how to keep top men in impor- 
tant State Department posts at pres- 
ent salaries. Under Secretary Dean 
Acheson sent in his resignation be- 
cause he could not afford the financial 
sacrifice involved in Governn.ent serv- 
ice. Assistant Secretary John Hill- 
dring, in charge of occupation areas, 
may retire soon for the same reason. 
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Summer travelers are finding unex- 
pected hardships in England. In Lon- 
don, for example, hotel accommoda- 
tions are sold out so far in advance 
that those who arrive without reserva- 
tions find themselves on the street. 
There are some private homes open- 
ing their doors to visitors, but it 
doesn’t help much. 
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Most diplomats expect the Ameri- 
can republics to take their time about 
recognizing the government set up 
in Nicaragua as a result of the coup by 
former President Anastasio Somoza 
and his National Guard. Nonrecogni- 
tion, if it persists, might weaken the 
tight grip Somoza has held on the 
country for most of the last 10 years. 
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